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MERCHANT MARINE LEGISLATION 
(Freight Forwarding—Ship Mortgage Insurance) 


WEDNESDAY, AUGUST 13, 1958 


Unitrep States SENATE, 
SuBcoMMITTEE ON MercHant MARINE AND FISHERIES, 
OF THE COMMITTEE ON INTERSTATE AND ForREIGN COMMERCE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to notice, in room G—16, 
the Capitol, Senator Warren G. Magnuson (chairman) presiding. 

The CuatrmMan. The committee will come to order. 

We have held these four bills over from our last meeting, because 
of the fact that the House-passed versions got over here a little late. 
We were hopeful we would not have to hold Senate hearings on these 
bills. The House did have extensive hearings on all of them, and 
many members of the committee are quite familiar with the back- 
ground of all this legislation. Some of it has been in the Congress a 
long time. However, the committee did decide to have these hearings 
on these four bills, all in the field of maritime. The Senate is in 
session, and we would have to have unanimous consent, legislatively, 
to proceed. But, so far, no one has objected, so we will proceed. 

(Bills referred to follow :) 


[H. R. 474, 85th Cong., 2d sess.] 
AN ACT To repeal section 217 of the Merchant Marine Act, 1936, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 217 of the Merchant Marine 
Act, 1936, as amended (56 Stat. 171; 46 U. S. C. 1127), is hereby repealed. 

Passed the House of Representatives August 4, 1958. 

RaAtpH R. Roserts, Clerk. 

Attest: 


[H. R. 8382, 85th Cong., 2d sess.} 


AN ACT To amend the Shipping Act, 1916, to provide for licensing independent foreign 
freight forwarders, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first section of the Shipping Act, 
1916 (46 U. S. C. 801), is amended by adding at the end thereof the following 
new paragraph: 

“(a) The term ‘foreign freight forwarder’ means any person engaged in the 
business of dispatching shipments on behalf of other persons, by oceangoing 
vessels in commerce from the United States, its Territories or possessions to 
foreign countries, or between the United States and its Territories or possessions, 
or between such Territories and possessions; and of handling the formalities 
incident to such shipments. This definition includes independent freight for- 


Nore.—Staff members assigned this hearing: Albert B. Luckey, Jr., and Gerald 
Grinstein. 
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warders, common carriers, manufacturers, exporters, export traders, manufac- 
turers’ agents, resident buyers, brokers, commission merchants, and other persons, 
when they engage for and on behalf of any person other than themselves, in 
the aforementioned activity. 

“(b) An independent foreign freight forwarder is a foreign freight forwarder 
who, in connection with shipments dispatched by such forwarder, is not a 
shipper or consignee or a seller or purchaser or common carrier by water of 
such shipments, nor has any beneficial interest therein, nor directly or indirectly 
controls or is controlled by the shipper or consignee, common carrier by water, 
or by any person having a beneficial interest in such shipments.” 

Sec. 2. The Shipping Act, 1916, is further amended by redesignating section 
44 as section 45, and inserting immediately after section 43 the following new 
section : 

“Sec. 44. (a) No person shall engage in business as a ‘foreign freight for- 
warder’ as defined in this Act unless such person holds a license issued by the 
Federal Maritime Board to engage in such business. 

“(b) A forwarder’s license shall be issued to any qualified applicant therefor 
if it is found by the Board that the applicant is fit, willing, and able properly 
to perform the services of a foreign freight forwarder, and to conform to the 
provisions of this Act and the requirements, rules, and regulations of the Board 
issued thereunder, and that the proposed forwarding business is, or will be, 
consistent with the public interest and the national maritime policies declared 
in the Merchant Marine Act, 1936; otherwise such application shall be denied. 
Any forwarder who, on the effective date of this Act, is engaged in business as 
a foreign freight forwarder under a registration number issued by the Board 
may continue such business for a period of one hundred and twenty days 
thereafter without a license, and if application for such license is made within 
such period the forwarder may, under such regulations as the Board shall 
prescribe, continue such business until otherwise ordered by the Board. 

“(c) The Board shall prescribe reasonable rules and regulations to be ob- 
served by any person holding a forwarder’s license and no such license shall 
be issued or remain in force unless such person shall have furnished a bond 
or other security approved by the Board, in such form and amount as in the 
opinion of the Board will insure financial responsibility and the supplying of 
the services in accordance with contracts, agreements, or arrangements therefor. 

“(d) Licenses shall be effective from the date specified therein, and shall 
remain in effect until suspended or terminated as herein provided. Any such 
license may, upon application of the holder thereof, in the discretion of the 
Board, be amended or revoked, in whole or in part, or may upon complaint, or 
on the Board’s own initiative, after notice and hearing, be suspended, changed, 
or revoked, in whole or in part, for willful failure to comply with any provision 
of this Act, or with any lawful order, rule, or regulation of the Board promul- 
gated thereunder, or with any term, condition, or limitation of such license. 

“(e) A common carrier by water may compensate an independent foreign 
freight forwarder licensed hereunder for the extent of the value rendered to 
such carrier in connection with any shipment and such forwarder may receive 
such compensation from such carrier when such forwarder has performed one 
or more of the following services: 

“(1) The solicitation or securing of the cargo for the ship or the booking of, 
or otherwise arranging for space for, such cargo; 

**(2) The coordination of the movement of the cargo to shipside ; 

“(3) The preparation and processing of the ocean bill of lading; 

“(4) The preparation and processing of dock receipts or delivery orders; 

“(5) The processing of consular documents; and 

“(6) Relieving the carrier of bookkeeping and billing expense by advancing 
or arranging payment of freight and accessorial charges, if any, on all prepaid 
shipments handled by such forwarder on a particular vessel.” 

Passed the House of Representatives August 4, 1958. 

Attest : Ratrpu R. Roserts, Clerk. 


[H. R. 13153, 85th Cong., 2d sess.] 


AN ACT To amend title XI of the Merchant Marine Act, 1936, relating to Federal ship 
mortgage insurance, in order to include floating drydocks under the definition of the 
term “vessel” in such title 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 1101 (c) of the Merchant 
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Marine Act, 1936, is amended by striking out “and fishing vessels” and insert- 
ing in lieu thereof ‘fishing vessels, and floating drydocks”. 

Sec. 2. Subsection (a) of section 1104 of the Merchant Marine Act, 1936, as 
amended (46 U. S. C. 1274) is amended by deleting the word “or” before clause 
(d) of paragraph (8) and adding the following new clause at the end of the 
subsection: “or (e) with respect to floating drydocks, in the construction, re- 
construction, reconditioning or repair of vessels.” 

Sec. 3. Subsection (b) of section 1104 of the Merchant Marine Act, 1936, as 
amended (46 U. S. C. 1274) is amended by deleting the word “or” before clause 
(d) of paragraph (2) and adding the following new clause at the end of the 
subsection: “or (e) with respect to floating drydocks, in the construction, re- 
construction, reconditioning or repair of vessels.” 

Passed the House of Representatives August 4, 1958. 

Attest: RAtpH R. Roserts, Clerk. 





[H. R. 8129, 85th Cong., 2d sess. ] 
AN ACT To amend title XI of the Merchant Marine Act, 1936, as amended 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subsection (f) of section 1101 of 
title XI of the Merchant Marine Act, 1936, as amended (46 U. S. C. 1271-1279), 
is amended to read as follows: 

“(f) The term ‘actual cost’ of a vessel as of any specified date means: 

“(1) In the case of a vessel whose construction, reconstruction, or reeondi- 
tioning is financed by a loan or mortgage insured under this title, the aggregate 
as determined by the Secretary of Commerce of (i) all amounts paid by or for 
the account of the mortgagor or borrower on or before that date, and (ii) all 
amounts which the mortgagor or borrower is then obligated to pay from time 
to time thereafter for the construction, reconstruction, or reconditioning (in- 
cluding designing, inspecting, outfitting, and equipping) of such vessel; and 

“(2) In the case of a vessel mortgaged by a mortgage insured under this 
title to finance the construction, reconstruction, or reconditioning of another 
vessel or vessels, the aggregate as determined by the Secretary of Commerce of 
(i) all amounts paid by or for the account of the mortgagor in respect of the 
mortgaged vessel on or before that date, and (ii) all amounts which the 
mortgagor is then obligated to pay in respect of the mortgaged vessel from 
time to time thereafter, for the purchase, construction, or other acquisition and 
for any reconstruction or reconditioning (including designing, inspecting, out- 
fitting, and equipping) of said vessel, less depreciation to the estimated date of 
execution of the mortgage on the basis of the economic life of said mortgaged 
vessel as determined by the Secretary of Commerce: Provided, That in no event 
shall the Secretary of Commerce pay as insurance under this title an amount 
in excess of 75 per centum or 8714 per centum, as the case may be, of: (1) As 
insurance on a loan, or on a mortgage to finance the construction, reconstruc- 
tion, or reconditioning of the vessel mortgaged, the amount paid by or for the 
account of the mortgagor or borrower for the construction, reconstruction, or 
reconditioning (including designing, inspecting, outfitting, and equipping) of 
the vessel; and (2) as insurance on a mortgage on a vessel to finance the 
construction, reconstruction, or reconditioning of another vessel or vessels, the 
amount paid by or for the account of the mortgagor for the purchase, construe- 
tion, or other acquisition and for any reconstruction or reconditioning (inelud- 
ing designing, inspecting, outfitting, and equipping) of the vessel mortgaged, 
less depreciation to the date of execution of the mortgage on the basis of the 
economie life of said vessel as determined by the Secretary of Commerce.” 

Sec. 2. That section 1104 (a) of title XT of the Merchant Marine Act, 1936, 
as amended (46 U. S. C. 1271-1279), is amended by inserting a new subsection 
(2) to read as follows: 

(2) shall (i) cover a vessel or vessels whose: construction, reconstruc- 
tion, or reconditioning is financed under this title or shall (ii) cover any 
vessel or vessels owned by the mortgagor to aid in financing the construc- 
tion, reconstruction, or reconditioning of another vessel or vessels by the 
mortgagor.” 

Sec. 3. Subsection (2) of section 1104 (a) is redesignated subsection (3) and 
is amended to read as follows: 

(3) shall involve an obligation in a principal amount which in combi- 
nation with other mortgages to finance the construction, reconstruction or 
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reconditioning, does not exceed the lesser of 75 per centum of the actual 
cost of the vessel or vessels mortgaged or 100 per centum of the actual cost 
of the vessel or vessels whose construction, reconstruction or reconditioning 
is financed under this title, such actual cost to be determined by the Secre- 
tary of Commerce at or prior to the execution of the mortgage and such 
determination to be conclusive for the purposes of determining the principal 
amount of the mortgage: Provided, however, That in the case of a mortgage 
covering the vessel or vessels to be constructed, reconstructed, or recondi- 
tioned, (i) if the vessel is of a size and speed which are approved by the 
Secretary of Commerce and is, or in the case of a vessel to be reconstructed 
or reconditioned would have been, eligible for mortgage aid for construction 
under section 509 of this Act and in respect of which the minimum down 
payment by the mortgagor required by that section would be 12% per centum 
of the cost of such vessel, the obligation may be in an amount which does 
not exceed 8714 per centum of such actual cost; or (ii) if the vessel was 
purchased pursuant to the Merchant Ship Sales Act of 1946, as amended, 
for exclusive use on the Great Lakes, the obligation may be in a principal 
amount which does not exceed 75 per centum of the net purchase price of such 
vessel, plus 75 per centum of the amounts expended for altering, modifying, 
converting, and equipping such vessel in excess of that purchase price, or 75 
per centum of the amount which the Secretary of Commerce estimates will 
be the value of such vessel so purchased for exclusive use on the Great Lakes 
when reconstruction or reconditioning is completed, whichever is the lesser.” 

Sec. 4. Subsections (3), (4), (5), (6), (7), (8), (9), (10), and (11) of sec- 
tion 1104 (a) are redesignated subsections (4), (5), (6), (7), (8), (9), (10), 
(11), and (12). 

Sec. 5. Subsection (c) of section 1104 is amended to read as follows: 

“(c) No commitment to insure a mortgage or loan shall be made by the Secre- 
tary of Commerce unless he finds, at or prior to the time such commitment is 
made, that the construction, reconstruction or reconditioning project being 
financed by the mortgage or the loan will be, in his opinion, economically sound, 
and no mortgage or loan, unless made pursuant to a prior commitment, shall be 
insured unless the Secretary of Commerce finds, at or prior to the time the insur- 
ance becomes effective, that the construction, reconstruction, or reconditioning 
project being financed by the mortgage or the loan will be, in his opinion, 
economically sound.” 

Sec. 6. Section 1106 (2) is amended by striking out the words “Paragraph 
(2)” and inserting “Paragraph (3).” 

Passed the House of Representatives August 4, 1958. 

Attest: 

RALPH R. Roserts, Clerk. 


The Cuarrman. The first bill we have is H. R. 18153, which amends 
the Maritime Mortgage Loan Act by adding the word “drydocks.” 
There has been some controversy on the bill, but we are hoping to get 
full information today, as far as the Senate is concerned, on that 
matter. 

Now, I have a list of witnesses here, and I hope we will be as brief 
as possible, because we are running against time. 

aptain Radford, Acting Assistant Chief of the Bureau of Ships 
for Field Activities. 

We will be glad to hear from you on this matter. 

And Admiral Ford, why do you not come up here, too? Neither of 
you have prepared statements, do you ? 

Captain Raprorp. Yes, sir. 

The Cuarrman. Goright ahead and read your statement. 
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STATEMENTS OF CAPT. JAMES C. RADFORD, USN, ASSISTANT CHIEF 
OF THE BUREAU OF SHIPS FOR FIELD ACTIVITIES, AND ADM. 
WALTER C. FORD, DEPUTY MARITIME ADMINISTRATOR OF THE 
MARITIME COMMISSION 


Captain Raprorp. Mr. Chairman and members of the committee, 
I am pleased to have this opportunity to testify on H. R. 13153, a bill 
which would include floating drydocks under the definition of the 
term “vessel” in title XI of the Merchant Marine Act of 1936, relating 
to Federal ship-mortgage insurance. 

In the opinion of the Navy Department, there may be a possible 
mobilization deficiency of floating drydocks in a future emergency. 
The Navy, therefore, would favor legislation which would encourage 


‘the building of additional floating drydocks. However, administra- 


tion of H. R. 13153 would be primarily a responsibility of the Depart- 
ment of Commerce. The Navy, on behalf of the Department of De- 
fense, defers to the views of the Department of Commerce as to whether 
this bill would, in fact, encourage the construction of additional float- 
ing drydocks and as to whether its enactment would be desirable. 

During World War II, the Navy found it necessary to construct 
numerous floating drydocks to meet operational requirements. A seri- 
ous shortage existed which was not overcome until toward the end of 
the war. Based on this experience, and in view of expected require- 
ments in a future emergency, the Navy anticipates a deficiency in the 
larger types of floating drydocks. 

At present, the Navy Department is leasing numerous floating dry- 
docks which are not required by the Government for the time being. 
These docks are widely dispersed, and their maintenance and operation 
in peacetime insure their ready availability in event of emergency. 

The Cuarrman. How many floating drydocks does the Navy have 
now ? 

Captain Raprorp. One moment, sir. 

The Cuarrman. I mean directly under control of the Navy and 
owned by the Government. 

Captain Raprorp. We have 105. 

The Cuatrman. Of various sizes? 

Captain Raprorp. Yes, sir. 

The Cuamrman. You also lease some ? 

Captain Raprorp. Some of these are leased. 

The Cuarrman. To private corporations ? 

Captain Raprorp. That is right, sir. 

The Cratrman. I think it would be well to put that in the record. 

Captain Raprorp. That figure, at the present time, is 40 leased to 
private industry and 1 under negotiation. 

The Cuatrman. All right. 

Captain Raprorp. A total of 41. 

Senator Smatuers. Mr. Chairman, may I ask him a question right 
there ? 

Captain, do you have many of these drydocks that are large enough 
to take care of these new tankers that are being built, or any? 

Captain Raprorp. Just a minute, sir. Those new tankers—now, 
this is an off-the-cuff answer; you appreciate that, sir. We have 7 
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so-called AFDB’s, which are sectional drydocks and will lift, I believe, 
up to 90,000 to 100,000 tons. ; 

Senator SmaTHeRs. Well, does that mean yes or no to the question 
I asked ? 

Captain Raprorp. Yes, sir; we have seven. 

Senator Smatuers. Where are they located now ? 

Captain Raprorp. That, I cannot give you at this point, sir. 

The Cuarmrman. Some are on the west coast and some on the east 
coast ? 

Captain Raprorp. Yes, sir. 

The Cuarrman. Andsome of them cannot get back and forth ¢ 

Captain Raprorp. That is right, sir. Now, all of those are in in- 
active status at this point, sir. 

Senator Smatuers. Inactive status? 

Captain Raprorp. Yes, sir. That means they are mothballed. 

Senator Smaruers. You say there is a deficiency. In the event of 
possible mobilization, even with this number of drydocks which you 
state the Navy has, there is still, in your judgment, a deficiency ? 

Captain Raprorp. Yes, sir, under conditions of mobilization. 

Senator Smaruers. What is the largest beam that can be handled 
by any of these drydocks that the Navy has now? 

Captain Raprorp. I could not give you that off the cuff, sir. 

The CuarrMAn. You put that in the record. 

Captain Raprorp. All right, sir. 

Senator Smatuers. Thank you. 

Captain Raprorp. May I continue on the statement, sir? 

The CHatrman. Yes. 

Captain Raprorp. In recent years, the improved outlook of the 
shipbuilding and ship-repair industry has created an increased de- 
mand on the part of the industry for leases of floating drydocks, with 
the result that the Navy has been able to obtain considerable com- 
petition for such leases. In wartime, this increased demand would, 
of course, be greatly intensified, on the part of the Government as well 
as private industry. 

The Navy Department, therefore, considers that construction of 
additional floating drydocks now would be desirable as a mobilization 
preparedness measure, but expresses no opinion as to the desirability 
of H. R. 13153 as a means for accomplishing this objective. 

The CHarrman. Any further questions of the captain ? 

Admiral, we would be glad to hear from you. 

Admiral Forp. The act, H. R. 13153, by amending section 1101 (c) 
of title XI of the Merchant Marine Act, 1936, as amended, would 
make floating drydocks eligible for Federal ship-mortgage insurance 
subject, of course, to all other requirements of law as to eligibility 
for title XI insurance. 

The floating drydock is, of course, a specialized facility used in the 
repair of ships and not used in the transportation of goods or persons. 
Section 1101 (c) of title XI of the Merchant Marine Act, 1936, pro- 
vides that the term “vessel” includes “all types of passenger, cargo, and 
combination passenger-cargo carrying vessels, tankers, tugs, towboats, 
and dredges documented under the laws of the United States, and 
fishing vessels owned by citizens of the United States.” 

Of some 250 floating and graving drydocks in the United States 
(including Navy drydocks), about 125 are of such dimensions as to be 
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available for United States flag ocean-going merchant and Navy ves- 
sels. Of these, 82 are floating drydocks with lifting capacity from 
8,000 to 25,000 tons. 


Number 

eating 

Lifting capacity in tons: rydocks 
pBerween’ Fe0Ge Gnd WG0e. fo a +t 
Between 15,000 and Boot shh eee 23 

Doar Rk 90 CD tel OE iain cect ealessties hit sinc bg i cn aa 24 

ai Ce ANA ON 8 ae el 17 

RCE COBID: SEC “SINNED CO neice cc coeactnc deceseas tee meds oat ee ee 14 


There are about 1,000 cargo ships, including 320 tankers, in the 
United States oceangoing merchant fleet, and there are about 2,000 
cargo and miscellaneous types and 54 tankers in the reserve fleet. In 
the event of a national emergency, more than 3,000 United States 
oceangoing ships would be available for use; substantial numbers of 
these would require drydocking before being put into service. 

In the next few years the trend toward building larger tankers and 
bulk carriers, with a large number of tankers with deadweight-tonnage 
capacity of 45,000 tons or more already in operation or under construc- 
tion, will increase the proportion of ships of large sizes which cannot 
be handled by the presently available floating drydocks. The larger 
tankers will require drydocks which can lift in excess of 15,000 tons. 
As indicated above, there are 27 drydocks capable of handling vessels 
of this large size. 

These are indications that, from the mobilization viewpoint, floating 
drydocks of a larger capacity or a different geographical distribution 
may be needed. It is our understanding that the Department of De- 
fense believes that such drydock facilities are needed for mobilization 
purposes. 

The Cuarrman. Admiral, I gathered from what you say there that 
it is the opinion of the Maritime people—I mean the Maritime Board 
group down there—that we probably have a sufficient supply of the 
so-called smaller drydocks. 

Admiral Forp. That is right, sir. 

The CuatrMan. Both that are in the Navy, in mothballs, and those 
that are also available now. But in the large drydock field, even 
going up maybe to 30,000 tons lift capacity, we do have a shortage. 

Admiral Forp. That is right, sir. 

The Cuarrman. So that if this bill were to be watered down, as it 
were, a little bit, to apply to the larger type of what you say is the 
needed drydock, that would serve the temporary or immediate pur- 
pose, would it not ? 

Admiral Forp. I think so, sir. 

The Cuarrman. And by larger I mean up in the 20,000- to 30,000- 
ton lift capacity. 

Admiral Forp. Or larger, sir. 

The Cuatrman. Or larger; yes. 

Admiral Forp. The amendment of ship-mortgage insurance, title 
XI, to provide 100 percent insurance was only made after very exten- 
sive and detailed legislative consideration of the importance and 
urgency of such provision for Federal aid and guaranty in connec- 
tion with the construction of ships. While there will be some need 
for floating drydocks of larger capacity because of the increased ton- 
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nages of vessels under construction or planned for in the next few 
o— particularly tankers and some bulk carriers, there appears to 

no immediate urgency from the national viewpoint which justifies 
financial aid or guaranty from the Federal Government. 

The Department of Commerce does not recommend enactment of the 
bill. The Bureau of the Budget advises that there is no objection to 
the submission of this statement to your committee. 

The CHarrman. Now, one more question, Admiral. The passage 
of the bill, of course, would not automatically qualify anyone for this 
mortgage insurance, would it? 

— would have to meet the other requirements that are now in 
title XT. 

Admiral Forp. All of the requirements for title XI insurance, yes. 

The Cuairman. Title XI in the Merchant Marine Act of 1936, yes. 

Admiral Forp. And this, of course, would present some problems. 
Whereas, when we grant title XI, on a ship-mortgage insurance, there 
are certain qualifications, character and economic feasibility. 

The Cuatrman. Citizenship-owned ship ? 

Admiral Forp. Well, economic feasibility would be the important 
one, and that would be very difficult to determine. 

Senator Smatuers. Mr. Chairman, may I ask a question? 

The Cuarrman. Yes. 

Senator Smatuers. In other words, as I understand it, even if this 
amendment were made, the Department of Commerce would still have 
to certify that the drydock mortgage features would be economically 
sound, or otherwise you would not certify it. Isthat true? 

Admiral Forp. That is true. 

The Cuamman,. Any further questions? 

Senator Pastore. Yes, I have a question or two. 

The Cuarrman. The Senator from Rhode Island. 

Senator Pastorr. I am somewhat confused between the statement 
made here by the Navy Department and the one being made by the 
Commerce Department. The Navy Department takes the position 
that these drydocks are necessary in case of mobilization, but it defers 
to the Department of Commerce with respect to the subject. Then 
the Department of Commerce does not recommend the enactment of 
the bill. Now, where does that leave us? 

Admiral Forp. I think that we do not recommend enactment on the 
basis that there has not been an indication to us to date of the eco- 
nomic need for these particular drydocks. The Department of the 
Navy is speaking to the mobilization requirements. 

Senator Pastore. Well, now, at the time that you have to decide the 
individual case that comes before you, will not the position you take 
now as to the economic need be a very deciding factor as to whether 
or not these people are eligible under the law? 

Admiral Forp. Yes. 

Senator Pastore. Are you in fact saying that if your policy or your 
philosophy or your thinking on this subject prevails in the future, 
according as to how you stated it at the moment here, that the economic 
need with reference to the individual application, being a deciding 
factor, that you would not approve any application in the immediate 
future ? 

Admiral Forp. No, sir, I don’t think that is what I said. 
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Senator Pastore. Well, I know. I do not think you have ex- 
pressed any thinking on the question that I have asked. But what I 
am trying to determine now—if the economic need that you are now 
justifying in opposition to the bill will be the economic need that will 

e the deciding factor on the individual application. Is it the same 
thing we are talking about? 

Admiral Forp. I think so. If there is a proven economic need that 
would have to be indicated in their title XI application. 

The Cuamman. Well, Admiral, you say you do not think that 
exists now. 

Admiral Forp. Well, to be more specific, we have only had one 
indication of a desire to build one of these docks. We do not think 
that that, at the present moment, is an indicated necessity for making 
the legislation. Now, it may develop, as these larger ships are com- 
missioned, and in operation, that there is a need for this type of dock 
in various locations throughout the country. 

The Cuairman. Why do you oppose giving the Departments the 
authority or the permissive authority to determine that? Maybe they 
do not want to face up to the problem of making a decision in these 
cases. Is that it? Because you said that is going to be difficult, did 
you not? 

Admiral Forp. Yes, sir. But I think the basis of our position is 
that the title XI was meant to encourage the building of ships rather 
than related equipment. 

The CuHarrman. You are correct, Admiral. You remember the his- 
tory of this legislation. And, finally, we ended up with much of the 
kitchen sink in the thing. 

Admiral Forp. And we wonder where you stop. Do you stop with 
the floating drydock, or do you go into building all types of shoreside 
facilities. This is an extension of a shoreside facility. 

The CuatrMan. Well, no—‘floating” is a pretty descriptive word 
there. And then we have a bill up, on which I hope the Maritime 
Board will be ready to give us some of their good advice, when we 
get back in January, to get into the terminal facilities of the country 
in the same manner. 

Admiral Forp. If it were extended to that extent, we certainly would 
a no objection to including floating drydocks, or all types of dry- 
docks. 

The Cuatrman. I think the terminal facilities are as much a part 
_ the whole thing as anything else. In fact, I am the author of the 

ill. 

Senator Pastore. If there were an economic need for this legislation, 
would you be in favor of it ? 

Admiral Forp. I think we would have greater justification in sup- 
porting it, yes, sir. 

Senator Pasrorr. Well, now, does not the crux of this thing depend 
on the existence of economic need—whether or not you have this 
legislation passed? Is that not the crux? Is that not the deciding 
factor? 

Admiral Forp. Not completely, no, sir. I think that, as I stated, 
where you extend this to related facilities, it is a question of how 
far you go in your support facilities for the merchant marine. 

Senator Pastore. Well, be that as it may—I am not trying to be 
tricky in my questioning. I am not an expert on maritime affairs. 
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And I am just being guided in these questions from what I have 
heard here this morning. 

Now, the thing that is confusing me is this: You are opposing this 
legislation. Yet the legislation indicates pretty much, and you have 
already so testified yourself, that before any application can be justi- 
fied, there has to be the establishment of an economic need, and that 
the Department of Commerce is the judge of whether or not that 
need does or does not exist. Am I right? 

Admiral Forp. I do not believe I said that. What I meant to say 
was that where it is authorized by law, they have to prove the eco- 
nomic feasibility, not necessarily the economic necessity. 

Senator Pastore. In other words, you are saying now that there is 
no economic need for this legislation at the present time. 

Admiral Forp. That is correct. 

Senator Pastore. And that the economic need is not the deciding 
pens is the economic feasibility at the time that the application 
is made. 

Admiral Forp. That is correct, sir. Even though there is an eco- 
nomic need, if there isn’t a good indication that they are able to sup- 
port the mortgage, we would not approve of the application. 

Senator SmatuHers. Well, now, right on that point—if it were not 
economically feasible, then obviously there would be no economic 
need. In other words, there has to be a need before it becomes eco- 
nomically feasible for somebody to build it. Because, otherwise, 
there would obviously be no reason to build it. Is that not correct? 

Admiral Forp. That is right, sir. 

Senator SmarHers. So that when you say we have to determine 
whether or not it is economically feasible, in determining that ques- 
tion, as to its feasibility, by the nature of that determination, you 
have to first decide that there is some economic need for it. Other- 
wise, it will not be feasible—they could not use it and make any money 
with it, or justify the expense of building it. Am I not right? 

Admiral Forp. That is right. 

Senator Pastore. Well, but does that law entail any subsidy ? 

Admiral Forp. No. It entails no subsidy. It is a guaranty of a 
loan. But if they default, of course, the cost is to the Government, 
because it is a complete guaranty of the mortgage. There is no risk 
so far as the bank is concerned. The risk is on the part of the 
Government. 

Senator Smaruers. Well, of course, if the person who built it and 
who actually had given the mortgage, were he not able to make it 
economically feasible to himself, and the Government had to take 
over, of course they would take all of his assets along with it, would 
they not? The Government has a claim against him and his corpora- 
tion, does it not? 

Admiral Forp. That is right, sir, up to the extent to which we can 
collect on the mortgage. 

The Cuatrman. You take the drydock first, and the Attorney Gen- 
eral will do some negotiating on the rest of the assets. That is prob- 
ably what would happen. 

enator Smatuers. But you would not approve it were you not 
convinced in your own mind that there was some feasibility for it; 
and, as you say, the need for the Government to insure it. Is that 
right ? 
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Admiral Forp. That is right. 

Senator Smatuers. So even if this law were passed, you would have 
the final say-so on it? 

Admiral Forp. Yes, sir. 

Senator Pastore. Has the Government ever lost any money on this 
program ? 

Admiral Forp. Yes, sir. 

Senator Pastore. How much money have we lost in the last 5 years ? 

Admiral Forp. Well, this particular provision has been in effect 
for about 2 years, I believe. We have had 1 foreclosure, and we lost 
about $4 million. 

The Cuarrman. What do you charge, under the act? I should 
know, but I have forgotten. What do you charge for servicing ? 

Admiral Forp. Between a half and—a quarter and a half. 

The CuarrmMan. Will not that fund sort of make up for the small 
percentage of possible losses? Is that not the theory of it? 

Admiral Forp. In the long run, we hope it will. But we had 
the unfortunate experience of losing one before the fund had been 
built up. 

The Cuatrman. And it has been too short a time, actually, for the 
fund to build up. Now, the parallel case is true down at the FHA, 
which have, I think, one-fourth of 1 percent service charge. It has 
been going so long that the losses are absorbed by the amount they 
have built up in the FHA by charging this one-fourth of 1 percent, 
or whatever the figure is. In this case it is one-half, you say ¢ 

Admiral Forp. One-fourth to a half. No; it is three-quarters. 

The CHatrrMan. Three-quarters ? 

Admiral Forp. Three-quarters. 

The Cuairman. Well, you ought to get a pretty good fund out of 
that, in time. 

Admiral Forp. We hope so, sir. 

Senator Smaruers. A hypothetical question, Admiral. If this pro- 
posal became law, and if it were evidenced from information which 
you had that there were a number of concerns that were in the process 
of building a floating drydock large enough to meet this need, and 
they were going forward with that, to meet, we will say, the needs 
of the Navy in the event of mobilization. Then, if a third person 
came in and said, “I want to build a big drydock and I need a drydock 
mortgage,” would it not be your conclusion from the facts that there 
are already a number of concerns that do not need this mortgage, and 
they are going ahead and building drydocks, floating drydocks, on 
theirown? So, therefore, you would turn down No. 3, would you not? 

Admiral Foro. That is a little difficult, I think, to answer. 

Senator Smaruers. Well, the fact would be that there would be no 
economic justification for the mortgage, because there would be, say, 
sufficient evidence that there was no need since you could get a num- 
ber of these drydocks without having to have a mortgage. Wouid 
that not be correct ? 

Admiral Forp. That is quite possible. 

Senator Pastore. I am a little confused on that point. This eco- 
nomic feasibility that we are talking about; is that hinged upon 
the financial capability or potentiality of the applicant, or do you 
measure that by the whole industry? 
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Admiral Forv. No; it is the financial ability of the applicant to 
carry—— 

Seanten Pastore. Therefore, if 50 other people were building a 
drydock, it would be of no consequence in your decision. It would 
depend upon whether or not the risk that you were assuming, with 
particular reference to that applicant, was a good risk or not. 

Admiral Forp. That is right, sir. 

Senator Pastore. I mean there is only one thing you consider. In 
other words, is the person who applies, or the company that applies, 
financially responsible to the extent that you can assume this respon- 
sibility of 100-percent mortgage? Is that not the question? 

Admiral Forp. That is correct. 

Senator Pastore. Whether or not you have enough drydocks floai- 
ing around will not make any difference to you—if these people could 
afford it, and they were financially responsible and stable enough 
to make your investment good, then you would have to undertake it, 
no matter if you had a surplus of drydocks. Am I right on that? 

Admiral Forp. That is right, sir. 

The CHarrmaNn. That is correct. They are just like a bank. 

Senator Pasrore. That is right. This 1s a personal investment. 

Senator Smaruers. I think that is fine. I think that is good. I 
am all for it. But I just wonder if that is the case. If there are a 
large number of this type drydock, and then one individual comes 
to you and says, “I want to build another one”—if you can look at it 
and see that, because of the large number of them, this person is prob- 
ably not going to do very well financially with it, then are you going 
to approve it anyway, if he doesn’t have the money? 

Admiral Forp. If he doesn’t have the money ? 

Senator Smaruers. Yes. He says, “I want a mortgage.” 

Admiral Forp. If he cannot pay his mortgage we are not going to 
approve of it. 

Senator Smarners. And what makes you think he might not be 
able to pay his mortgage? It is because there are other drydocks 
already in existence that could do the work. There would be no need 
for this particular dock. Would that not be the reason to conclude 
that he could not get the business ? 

Admiral Forp. We are getting into a complicated problem. It is 
on the same basis that someone comes in for insurance. 

The Cuairman. That is why the Department does not want the bill ? 

Admiral Forp. We say there are 50 new tankers, so we will not give 
you insurance on another tanker. He is in competition with the other 
50. I don’t know. 

Senator Smaruers. I am perfectly satisfied with the answer you 
have given the Senator from Rhode Island. 

The Cuarrman. Well, but, Admiral, it would be true, would it not, 
if there was a great economic need for drydocks—in this -particular 
case, I think, maybe in the larger type we might establish that now 





that you would have a little more liberal criteria of whether the man 
was economically responsible than you would if there were a lot of 
drydocks around and the economic overall need was not there. That 
is only natural. But if a fellow came in and wanted to build a $10 
million drydock, and you found out that he could put up at the bank 
$20 million worth of security, even though there were other drydocks 
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around, you might be justified in saying “O. K.” because the Govern- 
ment is well protected. If he wants to take that chance with his own 
money and his own financing, and the bank wants to O. K. it, then you 
would authorize it. 

Admiral Forp. That is right, sir. 

Senator Pastore. Today, if a man wants to build a floating drydock, 
what must he do? 

Admiral Forp. He has to—he can do two things. He can try to get 
one from the Navy for use, or he can build one with private financing. 
And he can either build it in the United States or he can build it 
abroad. 

Senator Pastore. He can build it abroad ? 

Admiral Forp. Yes, sir. 

Senator Pastore. And this would allow him to get the full faith and 
credit of the United States Government up to 100 percent of his under- 
taking? Is that correct? 

Admiral Forp. He would be permitted to insure 8714 percent of his 
undertaking. 

Senator SMaTHERs. 8714 percent? 

Admiral Forp. 8714 percent. That is right. 

Senator Pasrore. In other words, the bank or the investment out- 
fit would have to assume the difference between 8714 percent and 100? 

Admiral Forp. He would have to finance that part of it himself. 
For instance, one of these drydocks is being built now by Bethlehem, 
at San Francisco, by their own financing. 

Senator SmatTHers. One more question, Mr. Chairman. In the 
House report, on page 2—and I address this question to both the Navy 
and the Department of Commerce—there is the following assertion: 

No floating drydocks have been constructed since World War II, and there is 


now available only one floating drydock on the east coast, and none on the 
west coast that would be able to service any of there larger merchant vessels 


now coming off the ways. 
That is the statement of the House committee on this bill. 

Now, is that a correct statement? 

Admiral Forp. I think that is factual. 

Senator Smaruers. All right, sir. 

Admiral Forp. That doesn’t mean that there are not docks capable 
of servicing these vessels. That is floating docks. 

Senator Smatuers. Floating drydocks, that is right. 

Admiral Forp. Now, I think there are about five graving docks 
that can handle these. 

Senator Smatuers. But this statement in the House report is 
correct ? 

Admiral Forp. That is correct. 


Senator Smaruers. All right. I am going to read these other two 
sentences of this House report. 


The ship’s beam is a determining factor, and the shipyards are not now 
equipped to maintain and repair vessels having a beam in excess of 90 feet. 
The large-sized vessels now being constructed greatly exceed this width and 
cannot be accommodated in our commercial shipyards. While some of the 
larger shipyards have graving docks and other fixed facilities that might take 
care of these larger vessels, they are committed to new construction and not 
usually available for maintenance and repair work. 


380974—58——-3 
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Now, is that essentially a correct statement of the House? 

Admiral Forp. Yes, sir. 

Senator Smaruers. All right, sir. Thank you. 

The Cuarrman. Any further questions of the admiral / 

Admiral Foro. I would like to insert in the record the restrictions 
on the granting of title XI. 


No commitment to insure a mortgage or loan shall be made by the Secretary 
of Commerce unless he finds at or prior to the time such committment is made 
that the property or project with respect to which the mortgage or loan will 
be executed will be in his opinion economically sound, and no mortgage or loan, 
unless made pursuant to a prior commitment, shall be insured unless the Secre- 
tary finds at or prior to the time the insurance becomes effective that the prop- 
erty or project with respect to which the mortgage or the loan is executed 
will be, in his opinion, economically sound. 

The Cuarrman. We will put in the record a letter from Congress- 
man Bennett of Florida on this matter. 

(Letter referred to follows:) 

HOUSE OF REPRESENTATIVES, 
Washington, D. C., August 12, 1958. 
Hon. WARREN G. MAGNUSON, 


Chairman, Interstate and Foreign Commerce Committee, 
Capitol Building, Washington, D.C. 


DEAR SENATOR MAGNUSON: I am writing to you concerning my deep interest 
in H. R. 18153 and my very sincere hope that your committee will approve this 
legislation so that it may be enacted in this Congress. I believe that the hear- 
ing in the House clearly demonstrated that the passage of this legislation will 
make it possible for a number of drydocks of this nature to be built in the 
United States rather than forcing the construction outside of the United States. 

Furthermore, it is my thought that this legislation will strengthen the ship- 
building and ship repair industry in this country. This in itself will bring 
about a more healthy competitive industrial picture so that the country will 
pay reasonable, but not excessive, funds for business done. 

When all of the factors are considered, it seems to me that this legislation is 
helpful to business, including small business, to labor ‘n America and to our 
national defense. I certainly hope that your committee will feel this to be true 
and that you will bring about the enactment of the legislation. 

With kindest regards, I am, 

Sincerely, 
CHARLES BE. BENNETT, 
Member of Congress. 

The Cuatrman. Admiral, while you are here and because we are 
short of time, we are going to temporarily switch to H. R. 8129, which 
extends the mortgage insurance provisions of title XI to mortgages on 
vessels given to aid and finance the construction or reconditioning of 
another vessel or vessels by the mortgage owner. Have you a statement 
on that? 

Admiral Forp. Yes, sir. The present subsection (a) (2) 

The Cuairman. That is the same section of the act we are talking 
about 

Admiral Forp. Yes, sir. Would be redesignated (3) and would be 
amended to provide that the aggregate amount of the mortgage obliga- 
tion (in combination with other mortgage obligations) to finance the 
construction of a vessel shall not exceed the lesser of 75 percent of the 
actual cost of the vessel or vessels mortgaged, or 100 pereres of the 
actual cost of the vessel or vessels whose construction is being financed 
(sec. 3 of H. R. 8129). 

The definition of “actual cost” in section 1101 (f) would be amended 
to continue the present definition of actual cost for the purpose of limit- 
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ing the amount of mortgage eligible for insurance on a vessel to be 
constructed, and, in case of a mortgage on an existing vessel to finance 
construction of a new vessel, to fix limitations on the amount which 
may be insured or paid as insurance under the mortgage on the existing 
vessel. In the case of such a mortgage, the amount of the mortgage 
which may be insured would be limited to amounts paid for the account 
of the mortgagor in respect of the existing vessel covered by the mort- 
gage and amounts Bn the mortgagor is obligated to pay in respects 
of the existing vessel for its acquisition and any reconstruction of the 
vessel, less depreciation. 

Then, in addition to the limitation on the amount of insurance in 
relation to actual cost of the vessel mortgaged to finance the construc- 
tion of another vessel or vessels, there is a limitation on the amount of 
insurance which may be paid under the insured mortgage. That limi- 
tation is 75 percent or 8714 percent, as the case may be, of the amount 
paid by the mortgagor for the existing vessel, plus any cost of recon- 
struction thereof, depreciated to the date of execution of the mortgage 
on the basis of the economic life of the vessel as determined by the 
Secretary of Commerce. This depreciation basis was recommended 
by the Comptroller General in lieu of the 5 percent per annum rate in 
the original bill. 

Subsection 1104 (c) of title XI is amended by section 5 of H. R. 
8129 to direct that the present requirement for determination by the 
Secretary of Commerce of economic soundness of the property or 
project covered by the insured mortgage will be applicable to the vessel 
or vessels whose construction is financed by an insured mortgage on an 
existing vessel and not to the vessel being mortgaged for funds to be 
applied to the new construction. 

The Department of Commerce favors the objective of the bill with 
consideration of the amendments herein suggested. 

As is demonstrated in the legislative history of title XI, however, 
private-lending institutions have historically been reluctant to make 
loans secured primarily by ships, due to the inherent vicissitudes of the 
shipping industry. Nor has it been our experience that this reluctance 
has moderated in spite of the relative stability that the Merchant 
Marine Act, 1936, has conferred upon the American shipping industry. 

The addition to title XI of express authority to allow insurance 
on mortgages covering existing vessels to aid in financing the con- 
struction, reconstruction, or reconditioning of other vessels would, in 
given instances, enable great savings of interest to be effectuated, 
the benefit of which would inure to the American merchant marine, 
and consequently to the Government. 

Such savings may be realized, for instance, by a shipowner who is 
in a position to pay up to 100 percent of the acquisition cost of a ves- 
sel, or vessels, but is faced with an improvement or replacement pro- 
gram some time inthe future. By paying up to 100 percent of the cost 
of a vessel without encumbering that vessel with a mortgage covering 
the vessel’s cost after downpayment, the owner can temporarily avoid 
interest payments to lenders until such time as it becomes necessary to 
obtain private financing to aid his improvement or replacement. pro- 
gram. The owner can then borrow on the existing unencumbered ves- 
sels to obtain the necessary funds to consummate his improvement or 
replacement program, if the funds then at his disposal are insufficient 
to accomplish that purpose. 





16 MERCHANT MARINE LEGISLATION 


As a public-interest safeguard in connection with extending the 
benefits of ship-mortgage insurance under title XI to cover existing 
vessels owned by a company in order to procure funds for construction 
of a new vessel or vessels, the Department of Commerce, Maritime Ad- 
ministration, proposed that the legislation be amended to place a limi- 
tation of 5 years on the age of existing vessels to be so insured. This 
is a very reasonable safeguard, in view of the fact that the insurance 
provided under title XI covers 100 percent of the principal and inter- 
est under the mortgage insured. It is important, particularly in view 
of the proposed change in section 5 of the bill previously referred to, 
which waives any determination by the Secretary of Commerce as 
to the economic soundness of the property or project, that is, of the 
existing vessel in being, which it is proposed to mortgage for the pur- 
pose of constructing another vessel. 

H. R. 8129 (sec. 1) provides that the amount payable as insurance 
under the mortgage be limited to 75 percent of the depreciated actual 
cost of the vessel which is mortgaged to finance construction of an- 
other vessel. The Department of Commerce recommended that the 
mortgage obligation on the existing vessel should not exceed 75 per- 
cent of the actual cost thereof depreciated at 5 percent per annum or 
75 percent of the value of the vessel as determined by the Secretary of 
Commerce, whichever is the lesser. It is believed that a limitation 
which takes account both of actual cost and current or market value is 
preferable in connection with fixing limitations on the amount of in- 
surance in respect of an existing vessel. It should be remembered 
that the basis for ship-mortgage insurance is to procure the addition 
of modern, new, or replacement vessels to the merchant fleet. The use 
of existing tonnage as security for financing such new or replacement 
tonnage is a broadening of the direct purpose of title XI and should 
be carefully safeguarded. 

It is not clear as to whether the definition of “actual cost” in respect 
of the existing vessel being mortgaged indicates that refinancing of 
debts on such vessel is intended notwithstanding section 1106 of title 
XI, which prohibits refinancing of existing mortgage indebtedness. 
It is our view that ownership of the existing vessel to be mortgaged 
should be free of encumbrances. If it is intended to refinance obliga- 
tions on old vessels, the bill should be amended, page 2, line 14, by 
striking out “from time to time thereafter” and substituting “for prior 
mortgage given.” 

The Cuairman. Admiral, if those amendments were placed in the 
bill, I understand the Department would be favorable to it. 

Admiral Forp. Yes, sir. 

The Cuarrman. I think they are good amendments, too. 

Admiral Forp. Thank you. 

The Cuarran. All right; we will proceed now with H. R. 13153. 
We have some other witnesses here. 

Mr. Gibbs, president of the Gibbs Corp., of Jacksonville, Fla. Is 
he here ? 

Mr. Grpprs. Yes, sir. 

The Cuarrman. The mayor of Jacksonville; is he here? Mr. Burns? 

Mr. Burns. Yes, sir. 

The Crarrman. Fine; we will be glad to hear from both of you 
right now. , 
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STATEMENT OF GEORGE W. GIBBS, JR., PRESIDENT, GIBBS CORP., 
JACKSONVILLE, FLA. 


Mr. Gisps. Senator, with the aid of my associates, I have a reason- 
ably long statement to read. I would be perfectly willing to forego 
this at you would as soon ask questions of me and just enter it into the 
record. 

The Cuatrrman. We will be glad to put that into the record. The 
Chair wants to apologize for the hastiness of this, but this is the only 
way we could do it. 

Mr. Gress. I appreciate very much the opportunity to come up at 
this late time. 

The CuarrmMan. You go ahead and tell us about this thing now, and 
we will put your whole testimony in the record. 

Mr. Gipzs. Some several years ago, approximately 214, it became 
apparent to our company that we could no longer maintain our posi- 
tion in the ship-repair industry without securing a facility that would 
be capable of lifting the new and larger tankers that are now being 
built. The reason for this is fairly simple. Because of the decision 
on the part of the tanker operators to increase the size of their ships 
beyond that capable of going through the Panama Canal, they also 
jumped capacity of the large floating drydocks existing at that time. 

Now, up until this time, our company, as well as our competitors 
in the St. Johns River at Jacksonville, had been able to attract to our 
port and our business any type of ship that could economically get 
there; that is, a ship that was passing close to our port and in a posi- 
tion to drydock and go through its normal maintenance and repairs in 
our river. At this time we were suddenly faced with the problem of 
acquiring an asset costing many millions of dollars. Our first move 
was to study the actual characteristics of this asset—that is, this float- 
ing drydock. We studied, with the operators of the ships, namely, 
the oil-tanker operators, the size that they intended to go to, and deter- 
mined this to be, as a matter of interest, 125 feet wide, 750 feet on the 
keel blocks, and, roughly, 800 feet overall. 

The Cuarrman. What is the lifting capacity ? 

Mr. Gress. The lifting capacity of our particular dock is somewhat 
in excess of that required for normal commercial reasons, because we 
hope that we will be able to be of service to the Navy and, in any 
emergency, be able to handle some of their heavier aircraft carriers 
and war vessels. Our lifting capacity, frankly, is 39,000 tons. 

The Cuarrmay. Is this proposed ? 

Mr. Gress. That is the proposed lifting capacity of the dock that 
we plan to build. 

The Cuatrman. Let me ask you this question. Is there any other 
drydock, either in mothballs, under lease, or in private operation, 
that lifts over 30,000 tons ? 

Mr. Gress. Yes, sir; there are. 

The Cuarrman. How many would there be? 

Mr. Gigss. To my knowledge, there are three. 

The CuarrMan. Three? 

Mr. Gress. Two of these are located in the St. Johns River, at a 
point called Green Cove Springs, in mothballs. The other, I under- 
stand, is located on the west coast of the United States at a point 
T am not familiar with. 
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The Cuarrman. But they are Navy owned ? 

Mr. Gress. Yes, sir. 

The Cuarrman. And, as far as we know, I think the third one is, 
too—I will check on that. I think all three are in mothballs. 

Mr. Gress. Yes, sir. 

These docks, if I may continue on that subject for a minute—we 
have been requested to investigate the activation of those docks, or a 
dock, one of those docks. We have studied this question in great de- 
tail. The docks, while beautiful pieces of machinery, have been deter- 
mined by us, and I think by chine, that they are not economically 
sound as a commercial operation. A simple illustration of this is that 
they are designed for quick movability from one point to another. 
Necessarily, the sections each have a bow and a stern, making them—— 

The Cuatrman. In effect, they sacrifice some of the potentiality 
of a floating drydock by having to put in the quick mobile features ? 

Mr. Gress. That is correct, sir. The simplest illustration is the 
hole that the drydock sinks in. One of our principal expenses of op- 
erating is somewhat more than twice as large as a hole required for 
commercial type. The activation will run in excess of $3 million 
merely to make it operable. 

Having determined the size, we then went to economic feasibility. 
We hired the best economists we could find in the country, namely, 
Standard Research, the wholly owned subsidiary of Standard & Poors. 
They determine any amount that we could purchase a drydock for of 
less than $10 million was economically sound and feasible in the 
St. Johns River. They studied the market, they studied all of the 
things that these economists study. 

After that, we went to financial institutions with our economic 
study, and with the facts that we had determined ourselves, and they 
advised us that they could finance a dock, but they said, “First we 
must find what it costs to build in Europe.” 

The Cuarrman. Well, tell us a little about that. How much, under 
the proposal, would it cost to build that dock here? I know it would 
be round figures. 

Mr. Gress. All right, sir. Generally speaking, either England or 
Germany will build the dock for us for $5 million plus transportation 
and duty. In the United States, according to our figures, our cost 
would be, without profit, $7 million. 

The Cuarrman. About $2 million more, in round figures ? 

Mr. Gres. In round figures, yes, sir. That $2 million, of course, 
is subject to the duty and transportation. 

The Cuatrman. Well, now, would that be with private financing 
or Government financing ? 

Mr. Gress. We have been advised that we could finance the dock 
in Europe—I mean construct it in Europe—with either United States 
funds or we have been advised that the English banks will also 
finance it. 

The Crarrman. You said English plants would finance it ? 

Mr. Gress. English banks said they would finance it themselves, 
in order to compete with Western Germany. 

The Crarrman. All right. 

Senator Smatuers. And is it not a fact that you do have plans 
that if this bill is not passed to go over there and get it built, where, 
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of course, the profit and the work will go to the benefit of Great 
Britain ? 

Mr. Gipps. Yes, sir. 

The Cuarrman. What about the interest rate ? 

Mr. Gress. The interest rate is somewhat higher in Great Britain. 

The Cuatrman. That is what I thought. 

Mr. Gipss. It is much higher in the United States, if we do not 
have the passage of this bill, even though built in Great Britain. 
Actually, the interest rate will be greatly affected by the passage of 
this bill. In fact—— 

The CuHatrman. Well, is it not correct, if this amendment were 
made, there is the possibility that the interest rate, which is a pretty 
prominent factor in a 5- to 7-million-dollar job, will be lower ? 

Mr. Gipps. Yes, sir. 

The CuHarrman. Under Government insurance the interest rate 
would be lower ? 

Mr. Gises. I have been told—in fact, the interest rate on a dock 
of this nature, without Government insurance, in November of last 
year, was 6 to possibly 614 percent. 

The Cuatrman. What I wanted to get in perspective is that if there 
could be a Government-financed drydock, the interest rate would 
be lower. If it were built in England, it would be higher than the 
United States Government-financed dock. But if it were built pri- 
vately in the United States, that would be the highest interest rate. 
Is that statement correct ? 

Mr. Gipps. Yes, sir; that is a correct statement. And if we had 
Government insurance, Mr. Morse testified in the House that he be- 
lieved the interest rate would be in the neighborhood of 314 percent. 
And he hoped lower, if we had this insurance. 

The CHarrman. What would be the private interest rate? Have 
you contacted banks? 

Mr. Gress. Yes, sir. The private interest rate without the Govern- 
ment insurance would be 6 to 614 percent as of November 1957. 

The Cuarrman. And what would be the English rate? 

Mr. Grses. The English rate would be 7 percent, sir. 

The CuatrmMan. All right. 

Mr. Gress. This rate, of course 

The CHarrmMan. But you still, with the high interest rate, have 
found, from exploring this matter, you could still build it $2 million 
cheaper in England, approximately ¢ 

Mr. Gress. If I built in England, I would probably finance with 
American capital. 

The CuatrmMan. But if you financed in England, at the 7 percent, 
generally speaking, it still could be built approximately $2 million 
cheaper than financing at a lower interest rate in the United States. 

Mr. Grers. That is correct. We determined we could finance the 
dock to be built abroad. We were asked to investigate, by certain 
people in Government, the possibility of building that dock in the 
United States, for most obvious reasons. We made a very extensive 
study and found that there were certain definite savings, plus certain 
intangibles, that led us to believe that it would be an advantage, not 
necessarily—well, that it would be an advantage to build in the United 
States, if it were possible to obtain insurance under title XT. 
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We first decided that it would be an advantage to build in the 
United States if we could finance. We went to our banks. They told 
us that we could finance provided we had insurance under title XI. 
They then told us that this was necessary because, due to some unfore- 
seen circumstance, if it ever became necessary for us to defer a princi- 
pal a for a year or more without Government insurance they 
would be forced to place the dock in some other yard and they would 
have to do it in competition with a European dock at a lower price. 

They admitted readily the intangible arivantages to us, so they said 
that if we had title XI, we could, of course, go with the ups and downs 
of our industry which are in direct relation to the shipping industry, 
and under certain circumstances extend our principal payments for a 
year or more, allowing us to pay only interest, and that under those 
conditions we would have an advantage, that they would have the 
safety and would be able to finance it. 

Senator Smaruers. Mr. Gibbs, let me ask you a question. 

Do you know of any other small ship operation that is in favor of 
this legislation aside from yourself ? 

Mr. Gress. Yes, sir; I know many that I referred to as independent 
shipyards that are very definitely in favor of this legislation. 

Senator Smaruers. Do you know of any who oppose it ? 

Mr. Gipss. Yes, sir; I know of some that oppose it. 

Senator Smaruers. Are they what you would call independent 
shipyards that do only ship repair and ship construction work? 

Mr. Gress. They are of such a size that they can be listed on the 
stock exchange and are subject to other businesses that I do not think 
of them purely as independents; no, sir. 

Senator Smaruers. Do you have specific reference to Bethlehem 
Steel? Are they opposed to this? 

Mr. Gisps. They have indicated opposition to this bill. 

Senator Smatuers. Do you know of any other shipyard, aside 
from Bethlehem Steel that is in a sufficiently good financial situation 
to build one of these? In other words, with their own resources? 

Mr. Grpss. Yes, sir. The Newport News Shipbuilding & Drydock 
Co. is doing the equivalent in that they are modifying a graving dock 
that they now have for this purpose, which will give them a dock, 
which of course would not be possible to finance under this bill, and I 
understand that they have opposed it in the House. 

Senator Smatuers. How much of Newport News’ operation is fi- 
nanced by the Government or is it all Government? How much of 
it is Government work ? 

Mr. Gress. I am not in a position to quote accurate figures, but I 
would assume that almost 90 percent is either direct Government 
contracts or contracts that are financed by title XI or under subsidy 
under that 1936 Maritime Act. 

Senator Smatuers. Mr. Gibbs, are you familiar with a man named 
Edward Black, the president of Commercial Ship Repairs of Seattle, 
Wash. ? 

Mr. Gipss. Yes, sir. 

Senator Smatuers. What is his position on this bill? 

Mr. Gress. Mr. Black has informed me that he is very much in 
favor of the bill and that he feels that it is absolutely essential to 
continuation of his successful operation. 
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The Cuarrman. Mr. Black is supposed to be here, but he won’t be 
in until about 11 o’clock. I have taken that plane many times myself. 
They are an independent concern. 

Mr. Gisprs. Yes, sir, they are an independent concern, I think, owned 
primarily by Mr. Black and his family, certainly by citizens of this 
city. 

Senator Smatuers. Are you familiar with a man by the name of 
C. R. Christianson, president of the Christy Corp. shipyards? 

Mr. Gress. I am very familiar with him. 

Senator Smaruers. Is he an independent shipbuilder or ship re- 
pairman ? 

Mr. Gipps. Yes, sir. 

Senator Smaruers. Is he in favor of this legislation to your knowl- 
edge? 

Mr. Gisps. Mr. Christianson is most in favor of the legislation and 
feels that it is an absolute essential to his business because of the 
planned growth of repairs in the Lakes. 

Senator Smaruers. I have no other questions, Mr. Chairman. 

The Cuarrman. I have no other questions. We will put your state- 
ment in the record in full, Mr. Gibbs. 

(The statement in full of Mr. Gibbs is as follows :) 


STATEMENT OF GEORGE W. Grprs, JR., PRESIDENT, Grpps CorP., JACKSONVILLE, FLA. 


My name is George W. Gibbs, Jr., I am president of Gibbs Corp., a ship-repair 
yard located on the St. Johns River in Jacksonville, Fla. We have been in busi- 
ness for 50 years. We service, repair, and convert all types of vessels, both 
American and foreign flag, and also ships of the United States Navy. 

Among the facilities in our shipyard we operate a floating drydock of 20,000 
tons lifting capacity, which is one of the larger floating drydocks in commercial 
use in the United States today. 

The bill you are considering today is a simple amendment of title XI of the 
Merchant Marine Act of 1936 to include floating drydocks among the types of 
vessels available for Federal ship mortgage insurance. This bill does not pro- 
pose, as I understand it, to appropriate funds for the construction of these larger 
floating drydocks, but only to facilitate their construction through private 
financing. 

Up until recently we felt that we had adequate facilities to take care of any 
repair job that came our way. We even managed to squeeze a 34,000 dead- 
weight-ton tanker into one of our present docks, and this picture will show you 
just what a tight fit it was. 

It was becoming apparent that there would be even larger ships that would 
require our attention. 

There are presently afloat or under construction much larger vessels than the 
one that I have shown you, for which neither we nor any other shipyard has any 
present floating drydock facility available. Unless some such facilities are con- 
structed the operators will be compelled to seek repairs in foreign yards, which 
will be both inconvenient to them and unfortunate from the standpoint of loss 
of work to the American shipyards. 

The Maritime Administrator stated at the House hearing on this bill that in 
the next few years the trend toward building larger tankers and bulk carriers, 
with a large number of tankers of deadweight tonnage capacity of 45,000 tons or 
more already in operation or under construction, will greatly increase the propor- 
tion of ships of large size which cannot be handled by the presently available 
floating drydocks. 

The tabulation, which you will note accompanies my statement and was pre 
sented at the House hearing, shows the definite trend from smaller vessels to the 
very large tanker and bulk carrier vessels that are being constructed today. 

In addition to the requirements for the maintenance and repair of large com- 
mercial vessels, there is the constant demand from the Department of Defense 
for large drydocking capacities to service the combatant ships of the larger 
types dispersed in strategic locations advantageous to the Nation’s defense. 
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It must be realized that there have been no large floating drydocks built in the 
United States since World War II. There are none on the west coast and 
there is only one on the east coast which could possibly serve the larger vessels 
which are now coming into existence. True, there are fixed facilities, such as 
graving docks in the larger shipyards, which are of sufficient capacity, but 
these are committed to new construction to carry out the ship operators’ re- 
placement programs for many years to come. It is therefore apparent that 
there is an immediate need for the construction of larger floating drydocks to 
meet the advancing requirements of our merchant marine and the Navy. 

As demonstrated by telegrams received from other members of the ship-repair 
industry by this committee and the House committee, the financing of this type 
of shipyard facility presents an immediate and enormous problem. Floating 
drydocks with their single purpose characteristic, together with their economic 
earning power related directly to the fluctuations in the shipping industry, are 
not normally attractive to banks and other financial institutions. In a state- 
ment made before the House committee on this bill, it was pointed out by the 
American Merchant Marine Institute that, “We understand great efforts are 
being made by ship repairers to finance privately the construction of facilities 
under discussion here today. However, because the vagaries of the demand for 
these facilities coincides with those with which the committee is so familiar 
in connection with merchant vessels themselves, private financing, particularly 
for smaller firms, is made virtually impossible without Government mortgage 
guaranties. We understand this obstacle will be overcome by passage of the 
subject bill. We therefore hope the committee will report it favorably and 
help speed the addition of these vital installations to the total maritime balance 
and strength of our American merchant marine.” 

We have found that additional incentives to attract private capital are re- 
quired, just as it was found necessary to the private financing in the construc- 
tion of other types of vessels presently included under title XI. As I under- 
stand it, the very purpose of title XI was to facilitate private financing for 
those companies who did not have sufficient capital of their own to finance the 
desired construction. 

Title XI insurance is the only way to assure construction in American yards, 
Unless such insurance is immediately extended for the construction of these 
now-required floating drydocks, we will have no alternative but to procure 
these facilities abroad, where they can be constructed at considerably less cost 
than in the United States. I am persuaded that it will be feasible to construct 
a floating drydock in the United States to meet our and the industry’s new 
requirements, for the obvious reasons that duty, insurance, towing, and loss of 
time must be added to the cost of European construction, which tends to reduce 
the differential. Certainly it would be better for the American economy to have 
these larger type drydocks constructed in the United States. However, if we 
are not able to have Federal ship mortgage insurance extended to cover the 
construction of floating drydocks, we will have no alternative but to construct 
them abroad. In the absence of the incentive of title XI insurance, another 
possibility would be to have the Government construct them and turn them 
over to the shipyards at large discounts. This type of construction, however, 
would involve a large expenditure of public funds, whereas under Federal 
ship mortgage insurance the liability is only contingent, and the premiums 
accruing to the Government will build up a fund which will in all likelihood 
result in a profit to the Government. 

I therefore urge the prompt enactment of this important legislation, which 
will add floating drydocks to the types of vessels qualified to receive the benefits 
of title XI, Federal ship mortgage insurance. 
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TABLE I.—Trends in vessel construction 
TYPICAL OIL CARRIERS 
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Mean Dead- 
Date Vessel Overall Breadth summer Speed, weight 
length salt-water knots tonnage 
draft 
Ft. in. Ft. in.| Ft. in 
1906 MED 0 ee eee 399 2 49 9 24 «0 9% 6, 500 
1908 os dulbalimeae 413 3 52 0 24 =O 12 9, 232 
1914 | John D. Archbold. _...............- 474 6 60 0 2 4«21 10% 9, 546 
1916 SI eo ess cimexcaneetmecaes 516 6 68 0 27.3 10% 15, 955 
1918 — States Shipping Board 445 0 59 7 25 6 10 10, 000 
tankers. 
1941 T2 tankers (T2-SE-A1) 523 6 68 0 30 2 14% 16, 500 
1943 PATE TIN io icine 547 3 70 0 30 4% 15 17, 910 
1948 PD MN cdbia nckionencannsabac~ 628 0 82 6 31 11% 16 26, 555 
1950 | Atlantic Seaman. -..........---.--- 659 6 85 0 34. 34% 17 30, 155 
1953 UE CRD tink Cs indniaipinckinnen | 775 8 95 0 7 9% 16 45, 000 
1953 i este dcdcubiwieinicaide a 673 0 92 0 34 7% 15 38, 000 
1954 ee 6 ae eae 707 0 93 0 36 «6%6 17% 38, 000 
1954 TE I hicencilinudbbaewaans 736 6 102 0 37 6% 16% 45, 110 
1955 | Sinclair Petrolore (tanker and ore 
COE iii ni mitnaktrtinnnasnae< 790 0 106 0 40 0 15 55, 89 
1956 | Cities Service Baltimore..........._- 661 0 90 0 33 11% 184 32, 650 
1956 CS 2 Se | 854 9 125 0 46 1 14% 85, 500 
ee Oo re 715 0 93 0 36 «9 184 37, 800 
1957 TEE itech teiigdad ialiliccn «sien 782 0 102 0 37 «6 16% 53, 085 
1958 Under construction in United 
States shipyards: 
fe ee - 740 0 102 0| 37 10% 16 46, 000 
po | 940 0 134 0 48 0 | 18 106, 500 
| | 
TYPICAL BULK ORE CARRIERS 
1922 | il le ais sant inioeeids 571 6 72 0 34 «1 ll 22, 980 
Ji ee | 582 11 78 0 34 4 164% 24, 376 
a Te” Acer aman viedoaa | 704 0] 116 0] 38 8 14 60, 000 
— iio, | 680 0 | 88 4| 34 6 1234] 34, 200 
1956 | C5-S-RM 20a__........- sGitahetibl | 609 0| 7 0} 3 O | 16 24, 000 
1957 | Cea atewiibh des ccd ewniewis 744 0 | 100 6 37 2 46, 500 
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The Cuarrman. Mr. Burns, we will be glad to hear from you. 


STATEMENT OF HAYDON BURNS, MAYOR-COMMISSIONER, 
JACKSONVILLE, FLA. 


Mr. Burns. I think that port development and the increase in port 
facilities is one of our greatest concerns of the seaboard cities of the 
United States, and while I am not authorized to speak for these cities, 
I have discussed this bill with the following people which I would 
like to put into the record, all of whom are equally as concerned with 
the passage of this amendment as am I, speaking for my city of 
Jacksonville. 

Mr. Orr, the city manager of Portland, Oreg.; Mr. Gibson, city 
manager of New London, Conn.; Mayor Tedesco, Bridgeport, Conn. ; 
Mayor Louis Miriani, Detroit, Mich.; and the port director, of Detroit, 
Carlis Stettin; Mayor Smith of Corpus Christi and Mayor Smith 
concerned himself to the degree that he has recruited the assistance 
of the mayors of Beaumont, Port Arthur, Brownsville, Houston, 
Orange, and Galveston, Tex.; Mayor Morrison of C harleston, S. C., 
is very much concerned ; May or Walter Reynolds of Providence, R. L: 
Mayor Thomas D’Alesandro of Baltimore, Md.; Mayor Celebrezze of 
Cleveland. 

The CHarrman. Did you say that the mayor of Baltimore is in 
favor of the bill? 

Mr. Burns. I talked with Mayor D’Alesandro and he is very much 
concerned with the rapid increase in the size of particularly tankers 
and the apparent future inability of the port facilities to accommodate 
it. 

The CHatrmMan. Do you know whether or not the mayor of Balti- 
more will make a statement on this matter to the committee? 

Mr. Burns. I do not know. 

The CHatrMan. The Senator from Maryland apparently is in con- 
flict with the mayor of Baltimore. 

Mr. Burns. I understand that they do not agree on a lot of matters. 

The Cuarrman. I might say for the record that the senior Senator 
from Maryland has registered an objection to this meeting and it is 
on the desk on the Senate floor right now. Of course, technically, it 
could be used if we requested permission to hold a meeting. 

Mr. Burns. Mayor Celebrezze of Cleveland; May or Yager of 
Toledo; the port director, Mr. Jewell, of Toledo, and he also speaks 
for the Council of Lake Erie Ports in Buffalo. 

The Cnairman. If you will permit me, Mr. Mayor, at this point 
I think I should put in the record a letter from Congressman Ashley 
from Ohio which favors the legislation. He points out the reasons 
for the bill. We will put in the record that letter. 

We have from Savannah, Ga., a telegram from the Savannah 
Machine & Foundry Co., Mr. Mingledorff, favoring the legislation; 
from Camden, N. J., John J. Grogan, president of the Shipbuilders 
Union; and then Mr. Charles J. George—I guess he is your director 
in Florida, isn’t he? 

Mr. Burns. Yes, sir. 

The Cuatrman. Florida district director of Industrial Union of 
Marine and Shipbuilding Workers of America A. F. of L.; and then 
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Mr. Gibbs, you are familiar with the Moore drydock in the bay area, 
favoring the legislation; and the letter from the Bethlehem Steel 
opposing it and Mr. Black will be here to porns it. 
enator Smathers, I have a letter from Puget Sound Bridge & 
Dredging Co. opposing it. That makes a Solomon out of me. 
(The documents referred to are as follows :) 


BETHLEHEM STEEL Co., INC., 
SHIPBUILDING DIVISION, 


New York, N. Y., August 11, 1958. 
Hon. WARREN G. MAGNUSON, 


Chairman, Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 


DEAR SENATOR MAGNUSON : We understand that your committee on Wednesday, 
August 13, is considering S. 4025 which would extend the principles of ship 
mortgage insurance to cover drydocks. Our company, which operates 33 floating 
docks, graving docks, and marine railways, is opposed to this bill. 

Fundamentally, a drydock is a shore facility. The mere fact that certain 
types of drydocks float does not alter this basic fact. There would be no more 
logic in extending the principle of ship mortgage insurance to drydocks than 
to other types of ship-repair facilities such as cranes, machine tools, and the like. 

There is no pressing need at the present time for more drydock capacity. If 
anything, the ship-repair capacity in this country is considerably in excess of 
available ship-repair volume. 

As an experienced operator of drydocks, we do not believe that the usual eco- 
nomic yardsticks so necessary for mortgage insurance could be applied, for 
drydock charging rates have traditionally been too low to cover full drydock 
costs. Unless substantially higher rates could be charged, no single drydock 
could stand on its own two feet economically as could a ship. In our opinion 
to extend ship mortgage insurance to drydocks would be to discredit the basically 
sound program of ship mortgage insurance. 

For the above reasons, we are opposed to S. 4025. 

Yours very truly, 
D. D. StROHMEIER, Vice President. 


PuGET SOUND BriIpGeE & DREDGING Co., 
Seattle, Wash., July 9, 1958. 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, 
Washington, D. 0. 


DeaR SENATOR MAGNUSON: We are writing you in regard to Senate bill 4025 
which we understand has been referred to the Senate Committee on Interstate 
and Foreign Commerce. This bill, as I am sure you know, is to authorize Fed- 
eral ship and loan mortgage insurance under title 11 of the 1986 Merchant Marine 
Act for floating drydocks. 

This company is opposed to this bill as we feel it would serve no useful 
purpose insofar as established integrated shipyards are concerned. Responsible 
firms are able to arrange financing for construction of floating drydocks through 
the usual channels without Federal mortgage assistance, and it seems to us 
that this bill, if passed, would tend to assist marginal “‘shore-shop” operators 
into the drydocking business which has, as you know, a large number of com- 
pletely equipped companies competing for a dwindling market due to depressed 
shipping conditions throughout the world. 

There is not enough business to go around at present. The foreseeable volume 
of ship-repair work in the future does not warrant any additional drydocking 
contractors in the field. 

We trust you will give our remarks your serious consideration. 

Yours very truly, 


J. A. BYINGTON, 
Vice President, Shipyard Division. 
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Mosite, AxA., July 17, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Washington, D.C.: 


We do not believe the enactment of Senate bill 4025 will be in the best interest 
of the ship-repair industry. Your consideration in preventing the enactment 
of this bill will be greatly appreciated. 

E. J. FLyYnn, 
President, Alabama Dry Dock & Shipbuilding Co. 


House OF REPRESENTATIVES, 
Washington, D. C., August 12, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
United States Capitol, Washington, D.C. 


My Dear Mr. CHAIRMAN: As a member of the Subcommittee on Merchant 
Marine of the House Committee on Merchant Marine and Fisheries, I am taking 
the liberty of writing to you in connection with 8S. 4025, to be considered on August 
13 by the Senate Committee on Interstate and Foreign Commerce. 

I am most interested in this measure because I am convinced that it will result 
in greatly increased drydock and construction work for our domestic shipbuilding 
industry, and will prevent the loss by default of this business to foreign competi- 
tion. As the Representative of a growing port city on the Great Lakes, I am 
especially interested in legislation which prepares now for the drydock and con- 
struction business which will develop upon completion of the St. Lawrence sea- 
way. The bill under consideration, however, has much broader implications. In 
large measure, it holds the key to the future of our drydock industry, not only on 
the Great Lakes but on the Atiantic, Pacific, and gulf coasts as well. 

Under no circumstances would I recommend this measure for your considera- 
tion and approval if it amounted to a Federal subsidy for the ship and drydock 
construction industry. As you know, the measure would simply clarify the 
Merchant Marine Act of 1936 by stating specifically that it was and continues to 
be the intent of Congress that floating drydocks are among those vessels eligible 
for Federal mortgage insurance under the program by which the Federal Govern- 
ment insures private loans. 

In the hearings that were held on the House side, it was clearly established 
that a very real need exists for larger floating drydocks for maintenance of mer- 
chant marine and naval vessels. This testimony was adduced from the Defense 
Department as well as the Maritime Administration and numerous industrial 
interests. With a single exception, all were in support of the bill. Of particular 
significance is the uncontroverted testimony that unless this measure is enacted, 
the burden of building and maintaining floating drydocks will either fall upon 
our Defense Establishment or will be assumed by private interests in foreign 
countries. 

The single exception to which I refer above, Mr. Chairman, is a giant ship- 
building concern with resources which make outside private financing unneces- 
sary. It is interested in the defeat of this legislation because it knows to a cer- 
tainty that this result can only eliminate competent and qualified domestic compe- 
tition. It is to prevent this very result, and to promote activity and employ- 
men in our maritime industry that I urge favorable consideration of S. 4025. 

With thanks in advance for the careful consideration which I know this 
matter will receive from you, 

Sincerely yours, 


THomaAS LupLOw ASHLEY, 
Member of Congress. 


SAVANNAH, GaA., August 12, 1958. 


Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C.: 
Lack of large drydocks is becoming critical in the ship repair industry. Most 
shipyards experience extreme difficulty in financing the acquisition of this type 
of facility. However, title XI ship mortgage insurance should provide such 
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private financing. We heartily endorse S. 4025 and urge its passage so that dry- 
docks may be included in mortgage insurance. 
SAVANNAH MACHINE & Founpry Co., 
WALTER L. MINGLEDORFF, 
Chairman of the Board. 





CAMDEN, N. J., August 12, 1958. 
Senator WarREN G. MAGNUSON, 
Chairman, Committee on Merchant Marine and Fisheries, 
United States Committee on Interstate and Foreign Commerce, 
Washington, D. C.: 

The Industrial Union of Marine and Shipbuilding Workers of America, AFL— 
CIO, urge that you support S. 4025, a bill to amend title XI of the Merchant 
Marine Act, 1936, relating to Federal ship mortgage insurance in order to include 
floating drydocks under the definition of the term “vessel” in such title. This 
has already been passed by the House of Representatives (H. R. 18153). This 
legislation is urgently needed to allow financing for floating structures vitally 
important to our economy. With the advent of nuclear propulsion these floating 
drydocks will be more and more required for our national defense. This will 
enable repair yards to modernize in such a way that they will be prepared 
for all emergencies. 

JOHN J. GROGAN, 
President, Shipbuilders Union. 


JACKSONVILLE, FLA., August 12, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Merchant Marine and Fisheries Committee and Interstate and 
Foreign Commerce Committee, 
Senate Office Building, Washington, D.C.: 

Respectfully urge your support of S. 4025, companion bill to H. R. 13153, re- 
lated to Federal mortgage insurance to include floating drydocks under definition 
of item “vessels,” title XI, of Merchant Marine Act of 1936. 

Respectfully. 

CHARLES J. GEORGE, 
Florida District Director, Industrial Union of Marine and Shipbuilding 
Workers of America, AFL-CIO. 


OAKLAND, CALIF., August 12, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C.: 

We respectfully urge support of proposed legislation to classify drydocks as 
vessels for mortgage-loan purposes. We have reason to understand the prob- 
lems attendant on financing the construction of a drydock, because we have 
completed approximately 17 percent of a 25,000-ton drydock for our own use. 
Necessarily, we are proceeding slowly on this costly project, which may not be 
completed for a number of years. Other United States shipyards are faced with 
similar problems when they undertake construction of the large drydocks needed 
to serve today’s drydock market. Without this needed legislation, some yards 
may not succeed in their efforts to build drydocks, thus causing a loss of dry- 
docking and ship-repair business to foreign shipyards. The financing of drydocks 
is likely to entail onerous burdens to almost any shipyard in the absence of as- 
sistance of some kind. 

Moore Dry Dock Co., 
JAMES R. Moore. 


The CuatrMan. Go right ahead. 

Mr. Burns. Mr. Chairman, in substance, there are cases in each of 
these cities that I have referred to which are substantially the same 
as ours in Jacksonville. We are presently concerning ourselves, and 
making great strides of progress, with a cross-State barge canal to in- 
crease our port activities and a great industrial development known 
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as Goat Island, the land having just been acquired from the State for 
this purpose, and then the gentlemen of the committee are quite aware 
of the magnitude of our Navy installations, the naval air station, and 
the Green Cove mothball fleet, and the Mayport carrier basin which is 
increasing daily, and the naval fuel depot there. 

Merrill-Stevens, Ryals, and Gibbs are our three major shipyards. 
We had an experience which is not healthy for any community. Last 
year, in the instance of Merrill-Stevens, the dock which they were 
using, owned by the Navy, was upbid by Waterman Steamship, and 
the dock was removed from our city, and it deprived some 400 men 
immediately of theiremployment. It greatly reduced the functioning 
ability of Merrill-Stevens Co. and brought about a very severe em- 
ployment blow and economic threat to one of our major industries. 

Now, this could not have happened had Merrill-Stevens owned or 
been in the process of purchasing, under the provisions of this bill, 
such a dock. 

There was nothing to do with the economic need. It was no question 
of economic feasibility. It was purely a question of being outbid by 
a competitive shipyard in another area. 

The larger drydocks that we anticipate as being needed for the 
development of our port are docks that will carry destroyers, subma- 
rines, and even carriers, and, of course, none are in existence or in 
free enterprise at this point. 

I would like to make this observation. 

While I represent a branch of government, the same as you gen- 
tlemen, I am a firm believer and avons in free enterprise as far as 
it can go, but there are times when there are certain needed facilities 
for community development or industry development that is not 
exactly attractive from a purely business or speculative standpoint. 

However, with Government underwriting, and I know of nothing 
that the Government could be more justified in underwriting than 
would be the assistance in development of ports, as you so abl ex- 
pressed yourself about the coming session and your hopes for direct 
assistance in that field, well, obviously floating drydocks is a very 
essential part to any community that is engaged in the shipbuilding 
business. 

There are several thousand of my citizens who are dependent upon 
the shipbuilding business and have been for years as their vocation, 
their means of Tivelihood, and the inability to accommodate the size 
ships that are frequent in our port, and, with the projection of their 
ever-increasing size, I am told that, by 1968, 60 percent of the tankers 
coming into the St. Johns River will not be able to be accommodated 
on the present drydock facilities, and so we are very much concerned 
in the passage of this measure from a community standpoint, from a 
standpoint of port development, stabilization of business, and stabili- 
zation of employment. 

The Cuatrman. Well, you have a labor pool, a shipbuilding pool, 
in that area, and, if you do not keep the activity up to standards, you 
lose that pool, do you not ? 

Mr. Burns. That is right. pt 

If that pool was just dependent on free enterprise, ability to pro- 
duce business and given employment, that would be one question. 
We could not ask for any aid or assistance. But when that pool is 
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ut out of work, or a segment of it, by virtue of a transfer of a dry- 
ock, simply because somebody else bid higher, and I am not criti- 
cizing the present system, but I am saying that that industry could 
offer assured employment to those people, and they would not be 
apres in jeopardy every time that a bid came up on the drydock. 
could speak at great length on this, gentlemen, but, out of 
deference—— 

The Cuamman. I think that is one of the serious problems in this 
whole shipbuilding industry, and we try to do the best we can in our 
limited way here. We found that, when you have some trouble, you 
need that pool. 

Mr. Burns. That is right, sir. 

The Cuarrman. This morning in the Wall Street Journal there is 
an article that New York Ship, which is loaded with contracts, has to 
go clear out to the Middle West to get competent people to work on 
these important jobs, both for the Navy and other jobs. Yet right 
across the river in Camden is one of the highest unemployment rates 
in the United States. 

Mr. Burns. That is correct, sir. 

The CuammaNn. Which shows the importance of skilled shipwork- 
ers, and I speak not for your area, but for the whole United States. 

Mr. Burns. We are very much concerned, not only from our own 
local economic and employment picture, but also, as you have so ably 
expressed, the question of the future of national defense, and we played 
a very vital part through our shipyards in the preceding wars, and we 
would like to be in a position to do the same. 

The Carman. Any further questions ? 

Thank you, gentlemen. 

Mr. Roberts, we will be glad to hear from you. 


STATEMENT OF C. B. ROBERTS, MERRILL-STEVENS DRYDOCK & 
REPAIR, JACKSONVILLE, FLA. 


Mr. Roserts. My name is C. B. Roberts. I represent Merrill- 
Stevens Drydock & Repair Co. in Jacksonville. We are here mainly 
to say that we agree with what Mr. Gibbs has had to say regarding 
the construction of drydocks. And, besides that, we are private enter- 
prise. We have been in business around 70 years continually in Jack- 
sonville. Up to this point we have been able to keep a facility that 
can drydock ships in service, but the ships that have been built since 
World War II are much larger than any dock we have, so we are faced 
with the problem of building a dock. 

As Mayor Burns pointed out, our dock was removed from Jackson- 
ville last year when it was bid into Waterman Steamship Co. 

I think, essentially, we are in a very grave position, and without 
Government help we cannot build a dock. 

The Cuarrman. You leased that dock from the Navy, did you not? 

Mr. Roserts. Yes, sir. 

The Cuarrman. I want to ask this question: The captain is gone, 
but are those leases term-leases or are they subject to an escape clause 
any time someone bids any higher ? 

r. Roserts. No. In our case, our lease was for a certain term. 

The Cuamrman. A term; and when the term was up, it was put up 

for rebid ; is that the problem ? 
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Mr. Roserts. That is right, and there was no clause in our bid 
which allowed us to re-lease the dock without it being put up for 
public bid. 

The Cuarrman. Which, of course, they would have to do. 

Mr. Roserts. Oh, yes. 

The Cuarrman. Any questions of Mr. Roberts? 

Senator Smatuers. I do not have any questions; no, sir. I might 
say that he and Gibbs are competitors in this area, but they are both 
strongly for this bill. 

Mr. Roserts. Absolutely. 

The Cuarrman. Is Gibbs any relation to Gibbs & Cox? 

Senator Smaruers. I donot know. 

The Cuarrman. They would get a lot of business if they were. 

Senator Smatuers. In that case, I imagine he hopes so. 

The Cuatrman. Thank you, Mr. Roberts. 

All right, Mr. Haddock, we will be glad to hear from you. Mr. 
Haddock is the executive secretary of the maritime committee. AFT 


CIO. 


STATEMENT OF HOYT HADDOCK, EXECUTIVE SECRETARY, AFL-CIO, 
MARITIME COMMITTEE 


Mr. Happock. Mr. Chairman, we are in favor of this legislation 
and we are in favor of it for several reasons. First of all, because of 
the national defense features that this will provide. It will provide a 
drydock which can be moved to the point of operation of the fleet in 
time of war. Being a mobile drydock, we think this is a highly desir- 
able feature and one that is essential that we have so that it will be 
available in time of defense. 

The Cuarrman. That is, Hoyt, you are speaking now of the par- 
ticular proposal, the large one? 

Mr. Happock. That is correct; that is the large one. 

No. 2, we think that there is a crying need for more commercial 
facilities of this size. There are an insufficient number of them in the 
country, and naturally we would expect, and I am sure that those 
companies who have facilities large enough to take care of ships the 
size that this facility would, would be opposed to the legislation 
because they want to keep a monopoly of that service if they can, that 
type of business. 

hird, this is a highly volatile employment project, and we think 
that it is very important in view of the unemployment that exists 
throughout the country today to have this sort of a facility under 
construction. 

Once contracts are let on a facility like this, workers are put to work 
almost immediately, and you do not have to wait 10 years for the 
effect of it. It filters right on down to everyone, steel companies as 
well as the companies that are going to supply the machinery, and so 
forth, for the project. 

In addition to that, this will also provide long-term employment in 
the particular area, which is highly desirable. 

Another very important point in this is that it will assist small 
business. Now, again, I would expect the big businesses that are in 
this field, monopolies, to be against this because they want to main- 
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tain their position, but certainly one of the things that we are sup- 
to be trying to do in this country is to assist smal] business. 

Well, certainly, this is a project that will assist small businesses on 
both coasts and in the Gulf of Mexico, also, and is certainly needed. 

This will also help to offset some of the monopoly positions that are 
maintained by some of the companies in the shipbuilding business. 

For example, a shipbuilding company that has a steel company, 
that is an integrated company with steel companies, or shipping com- 
panies or steamship operating companies, are certainly in a better 
financial position to build and operate these large facilities than the 
small companies. 

Senator Smaruers. All they have to do is raise the price of steel ; 
is that right? 

Mr. Happock. That is all they would have to do, is simply raise the 
price of steel a few pennies and they would pay for it. 

No problem at all. 

Senator Smaruers. And that, of course, does not do any great, serv- 
ice to the general community or the general economy of our Nation; 
does it? 

Mr. Happock. Well, I think it actually hurts the general economy. 
Every time we have price rises that simply decreases the ability of the 
consuming public to buy the goods that are made of steel, and natu- 
rally that is going to decrease the production to that extent of those 
facilities. 

Now the report on this bill I think ought to be quite specific, Mr. 
Chairman, on a number of points. 

Actually, the primary purpose of this legislation is to provide these 
large facilities. 

personally think it may be good to limit this legislation in the 
report and not in the bill itself. 

do not think it ought to be in the bill. But the report ought to 
say that these facilities or that this bill is designed for the specific 
purpose of providing insurance for floating drydocks that are large 
enough to handle ships normally too large to transit the canal. I 
think that this is important because there are some smaller facilities 
and probably enough of the smaller facilities, although I do not know 
this Semele, 

A survey would be necessary. 

The Cuarrman. In that particular instance, I can probably see the 
necessity for that on say the Pacific versus the Atlantic coast. But 
there are a great number of potential people interested in the Great 
Lakes, the smaller groups in this, because of the opening of the sea- 
way. 

Mr. Happock. To be perfectly candid, Mr. Chairman, I am think- 
ing of the problem of Puget Sound Building & Dredging Co. 

The CuarrMan. Yes. 

Mr. Happock. Who want to prevent the Moore Drydock Co. from 
getting, or at least I understand wanted to prevent the Moore Dry- 
dock Co. from getting the advantage of this bill because they are 
competitors. 

The CHarrMan. Yes. 

Mr. Happocx. Well, it seems to me that this is a way to cure that 
particular situation. 
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Now I think the report also— 

Senator Smatuers. You are becoming a Solomon. 

The Cuairman. Yes; you are. 

Mr. Happock. I am only thinking of some of the problems of the 
committee. 

I think that the report ought to say in granting these loans that 
Maritime should be required to state that the facility is desirable as a 
competitive commercial facility and that the Navy should also state 
that the facility is a valuable asset, would be a valuable asset in time 
of emergency. 

The Cuairman. Now the point has been made informally to the 
chairman, and I guess to other members of the committee, by some of 
the people who oppose the amendment that there are available several 
drydocks in mothballs for lease that the Navy owns, and that there- 
fore, there is no need to build new ones because of this supply that is 
available. 

Do you have any comment to make on that? 

Mr. Happock. I certainly do. Since the end of World War II 
there has been a tendency to go into these superships. This is par- 
ticularly true in the oil and in the ore field, ships that are too large 
to transit if you will the Panama Canal, so that these vessels are going 
to be tied down because of this situation to the Pacific and to the 
Atlantic Oceans unless they go around the cape. 

The CuHarrman. If they had not vetoed my icebreaker bill yester- 
day, why, they might have gone the other way, too. The shorter way. 

Mr. Happocx. It is highly important that we have enough of these 
facilities, even aside from the commercial aspects of the situation, 
the economics of the commercial operation of hear and, incidentally, 
having these facilities available will permit our yards to get many of 
these ships that are under foreign flag that have been under this 
so-called build-and-transfer program that takes ships out from under 
the American flag; it will permit them to get this business in the 
American yard. 

But, even more than that, these facilities will be available in time 
of emergency in both oceans, so that they can be available to the Navy 
and take care of these vessels in the area of operation. 

The Cuarrman. And do you agree with Mr. Gibbs’ point that some 
of the drydocks that the Navy does have in mothballs are not as 
economical as drydocks that were not built for the purpose of swift 
mobility, such as some of the Navy drydocks were built? 

Mr. Happock. I would assume that, although actually I am not an 
expert on this and would not know. 

The CHarrman. Any questions of Mr. Haddock? 

Thank you, Mr. Haddock. 

Now Mr. Christianson; is he here, from Sturgeon Bay, Wis. ? 

Mr. Christianson and Mr. Black can put their statements in the 
record, unless we are allowed to go further with the hearing. 

I suppose they had some trouble getting here, because we called this 
meeting very quickly. 

That concludes the witnesses that I have listed. Does anybody else 
want to say anything on this amendment ? 

Senator SmarHers. Do we have somebody here from Bethlehem 
Steel who would like to testify ? 
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The Cuarrman. Bethlehem Steel submitted a letter. 

Senator Smaruers. They are very much opposed to it. Maybe we 
should have a chance to question them. 

The Cuarrman. I do not know. Is anyone here from Bethlehem 
Steel who wants to testify? There are people here from Bethlehem 
Steel, but I do not know whether or not they want to testify. 

Senator Smaruers. We would be delighted to hear them. 

The Cuamman. It must be said, in all fairness, that those in oppo- 
sition to this bill, including Bethlehem Steel, did ask for a little more 
time to prepare a statement, and we just could not do it any other 
way. 

Normally, we would have given them ample time, but they did 
submit a letter, and the other letter in opposition from the Puget 
Sound Bridge & Dredging has been somewhat. modified to have the 
intention of the act or some directive to the Maritime Board that our 
purpose was for the larger type of drydocks. 

H. R. 1513 was introduced on June 26, 1958. Public hearings were 
qed by the House Merchant Marine and Fisheries Committee on 

uly 18. 

Witnesses were George Gibbs and C. B. Roberts, of the Merrill- 
Stevens Drydock Co., and Administrator Clarence Morse, of the 
Maritime Board, and no one requested time to be heard in opposition. 
There was no request, as far as they know, from anyone, and the 
bill passed the House August 4. 

That will conclude this hearing on the drydock. 

Now, we have H. R. 8129. Is Mr. Nemec here? I think, on this 
mortgage thing, as long as the Maritime Board have submitted their 
amendments, just submit your statement for the record. 

There are only the two witnesses. 


STATEMENT OF FRANK A. NEMEC, CHAIRMAN, VESSEL 
REPLACEMENT COMMITTEE OF CASL 


Mr. Nemec. Mr. Chairman, may we discuss the proposed amend- 
ments of the Maritime Administration ? 

The Cuarman. Put that in the record, if you will. 

(The statement of Mr. Nemec is as follows :) 


STATEMENT oF FranK A. NEMEC, CHAIRMAN, VESSEL REPLACEMENT COMMITTEE 
oF CASL 


My name is Frank A. Nemec. I appear here today as chairman of the vessel- 
replacement committee, and also on behalf of the finance committee of CASL in 
support of H. R. 8129, as that bill was passed by the House of Representatives. 
Iam also a vice president of Lykes Bros. Steamship Co., Inc. 

Accordingly, with the permission of this committee, I would like to outline 
briefly the underlying purposes and merits of H. R. 8129. The other technical 
amendments to title XI seem clear, and I will not burden you with explanations 
of same. aa 

The bi!! which is before you is intended to permit mortgages to be placed on 
vessels after they have been delivered to the owner. In simple terms, this bill 
oan (1) permit a shipowner to employ his own financial resources to the fullest 
extent, thereby reducing interest costs and debt charges ; and 

(2) enable the shipowner later to place Government-guaranteed mortgages 
on vessels already delivered—on the same terms and conditions as prior to 
delivery of the ship—provided the proceeds are used for shipbuilding or 


similar, authorized purposes. 
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At the present time, all members of CASL have funds on deposit in reserve 
funds. The yield on investment of these funds is about 1% to 2 percent less than 
the cost of borrowing money, even with the aid of Government-guaranteed mort- 
gages. This means that if a shipowner borrows mortgage money to finance his 
ships rather than using his own money, he suffers an economic loss of about 
114 to 2 percent on the funds he borrows. 

Let me illustrate this with an example. A shipowner has $10 million in reserve 
funds which can be (1) invested immediately in freighter tonnage now under 
construction by paying for some units in full, or (2) held in the reserve funds to 
provide the necessary downpayments on another group of ships to be constructed 
5 years later. It appears to the owner that, if all goes well, depreciation and 
other sources of money should be sufficient to meet the necessary downpayments 
on the group which is still 5 years away. However, if loss years intervene and 
he does not earn depreciation, he will be unable to finance these downpayments. 

Under these circumstances—and without the ability to get mortgage money 
under title XI on the ships which will be fully paid—he probably will retain some 
or all of this $10 million in his reserve funds. An illustration of the possible 
consequences follows: 


(a) Interest cost on $10,000,000 for 5 years at assumed rate of 5 per- 
cent (this rate, which may be effective under present or future Interest 
money-market conditions, includes interest, guaranty costs, cost 
etc.) : 5years at 5 percent equals 25 percent___.__------------- $2, 500, 000 
(b) Less interest earned on $10,000,000 invested in Government 
securities: 5 years at 8 percent equals 15 percent____--___---- 1, 500, 000 


Beonomiec loss. to the. chino Wiel ic cniscassneinnnaseaneoe 1, 000, 000 


Further, if a shipowner’s only opportunity to raise money is confined to 
the time when the vessel is under construction, reconstruction, or reconditioning, 
the effect may be to force him to borrow when interest rates are high or when 
other unfavorable conditions exist in the money markets. 

With the provisions of H. R. 8129 enacted into law, the shipowner would 
have no reluctance to invest this money in ships immediately, knowing that 
these ships could be mortgaged under title XI of the act at a later date to 
provide funds necessary to proceed with his shipbuilding program. 

The bill effectively protects the Government’s interest by providing that the 
amount of mortgage to be placed on delivered vessels shall be limited to 75 
percent of depreciated actual value. At any given date, this provision properly 
limits the value of the vessel and the amount of the outstanding mortgage 
to the same relative amounts as if the ship had been mortgaged on original 
delivery to the owner. To use any other basis of value, such as market value, 
or otherwise to limit the applicability of this provision, might frustrate the 
purposes of the bill by exposing the shipowner to such uncertainty that he would 
be forced to borrow money on original delivery of the ship whether he needed 
the money or not. 

The bill provides, further, that title XI guaranties can be extended to existing 
ships only for purposes of aiding in financing the construction, reconstruction, or 
reconditioning of another vessel. 

After deliberate consideration by the Merchant Marine Committee of the 
House, the bill was adopted and passed by the House in its present form. 

In summary, this bill is in the interest of the entire merchant marine, since— 

(1) it puts a subsequent borrower on the same basis as an initial bor- 
rower ; 

(2) it enables shipbuilding capital to be conserved by reducing debt ex- 
pense and by allowing the shipowner the opportunity of financing his ship- 
building program when interest rates are low ; and 

(3) it assures fulfillment of the Government-industry vessel-replacement 
program by permitting mortgages to be placed on existing vessels to aid 
in the construction of new vessels. 

On behalf of the vessel-replacement committee and the finance committee, I 
should like to record CASL’s strong endorsement of this bill. 


Mr. Nemec. We are opposed to it. 
The Cuatrman. We will just have to take a look at the record in 
this particular case on this bill. There are 2 letters here; 1 wire from 


the Pacific American Steamship Association and a letter from Alvin 
Shapiro on this bill. 
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We will put those in the record. 
(The documents referred to are as follows :) 


San Francisco, Cauir., August 13, 1958. 
Senator WARREN MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C.: 


Re H. R. 8129, on agenda for hearing, 10 a. m. today, would appreciate your 
conveying to the staff and members of the committee this morning our support 
of this progressive amendment to the mortgage-insurance provisions of the 
Merchant Marine Act. The House report speaks for itself in supporting the 
need of this legislation. 

: RatpH B. DEWEY, 
President, Pacific American Steamship Association. 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D. C., August 8, 1958. 
Senator WARREN G. MaGNnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C 

Dear SENATOR MaGnuson: The American Merchant Marine Institute, a trade 
association representing a preponderance of American-flag shipping, supports 
H. R. 8129, which has been passed by the House and referred to your committee 
for consideration. 

We concur in the basic principles of this proposed legislation, which would 
permit a shipowner to obtain a Government mortgage on a vessel which is not 
necessarily newly constructed, provided the proceeds are used for shipbuilding 
or directly related purposes. It would provide the flexibility necessary to enable 
the owner to make the most economical use of his own funds and to select, 
within the limits of his resources, the most favorable time to resort to private 
borrowing. 

The present restriction of the insurance authority of the Secretary of Com- 
merce under title XI of the Merchant Marine Act of 1936 with respect to 
mortgages on vessels under construction, reconstruction, or reconditioning, in 
some instances, results in an economic loss to the America merchant marine 
and, consequently, to the Government. If the shipowner’s only opportunity 
to raise money on a given Vessel by mortgage insured under title XI is confied 
to the time when the vessel is under construction, reconstruction, or recondi- 
tioning, the effect may be to deprive him of the opportunity of obtaining private 
financing of new construction activity at a time when interest rates may be low. 

We ask favorable consideration of this bill, and urge that it be enacted prior 
to adjournment of Congress, as it is of great potential benefit to the fulfillment 
of vessel replacement so badly needed without delay. 

Respectfully, 
Atvin SHapPtRo, Vice President. 


The Cuarrman. The committee will just have to look at this record. 
This is a complicated matter. 

All right; Mr. Seymour, we will be glad to hear from you. This, 
for the purpose of the record, is on H. R. 8382, which is a House- 
passed bill to license foreign freight forwarders and has a section 
(e) that gives the formula on compensation. That is the section that 
is of some controversy, section (e). We will be glad to hear from you 
people on that. 


STATEMENT OF HOWARD SEYMOUR, NEW YORK FOREIGN FREIGHT 
FORWARDERS & BROKERS ASSOCIATION, INC., ACCOMPANIED BY 
GERALD H. ULLMAN, COUNSEL 


Mr. Seymour. I have a very short statement, Mr. Chairman. 
The Cuarman,. Goright ahead, Mr. Seymour. 
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Mr. Seymour. My name is Howard Seymour, and I am the presi- 
dent of the New York Foreign Freight Forwarders & Brokers Asso- 
ciation, Inc. I am accompanied by our counsel, Gerald H. Ullman. 
We appreciate greatly the opportunity to testify today. 

Our association is the oldest and largest association devoted ex- 
clusively to the affairs of ocean-freight forwarders. We have more 
than 100 members who handle a very large portion of the export traffic 
flowing through the port of New York. We appear today in support 
of H. R. 8382, and strongly urge its favorable consideration by this 
honorable body. 

The CHarrman. Some point was raised here in the committee the 
other day that the passage of this bill might have the tendency to limit 
the number of qualified foreign-freight forwarders to a very few. 
You stated you have 100 members alone in New York. 

Mr. Seymour. Yes, sir. 

The CHarMan. That would qualify, probably, most of them in this 
case. 

Mr. Seymour. Yes, sir. 

The Cuarrman. Or all of them. 

Mr. Sryrmoor. I believe so. 

The CHarrman. I think there are 25 or 30 out in Puget Sound, at 
least that I know of, and in San Francisco there are probably an- 
other 50 to 75. It adds up to quite a good number of old-line, experi- 
enced, qualified, foreign-freight forwarders. 

Mr. Seymour. Yes, sir. 

The Cuatrman. All over the country. 

Mr. Seymour. That is right. 

The Cuatrman. Whereas in the domestic freight-forwarding field 
it has been a little bit concentrated. 

Mr. Seymovur. Yes, sir. 

The Cuarrman. These are mainly people operating independently, 
and a great number of them. 

Mr. Seymour. Yes, sir. 

The CHarrMAn. Would that be a correct statement ? 

Mr. Seymour. Yes, sir; a great many small companies. 

The Cnatrman. I think there are at least 25 or 30, that I know of, 
in the Puget Sound area that could qualify. 

Mr. Seymour. Yes, sir. 

Renstor SmaTHeERS. May I ask a couple of questions, Mr. Chair- 
man ? 

The CHatrMAN. Yes. 

Senator SmarHers. I am not very familiar with this bill. 

This is a full committee meeting, but I am not a member of the 
Merchant Marine Subcommittee, so thereby I have not had particular 
information with respect to the freight forwarders who operate in 
foreign traffic. 

Who would be required to certify as to whether or not a man or 
group of men could go into the freight-forwarding business by this 
proposal ? 

Mr. Stymovur. May I have our counsel answer that ? 

Senator Smatuers. Yes. 

Mr. Uniman. Senator, under the present system, the Federal Mari- 
time Board registers foreign-tneight forwarders, and it is just an 
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identification system. Under the proposed bill, the Federal Maritime 
Board is given additional powers to qualify them under a licensing 
system. 

Senator Smaruers. And what sort of qualifications do these people 
have to meet in order to qualify under this proposal ? 

Mr. Seymour. Under the bill, they have to be found to be fit, 
willing, and able to conduct the business of ocean-freight forwarders, 
and the Federal Maritime Board is given the power to set rules and 
regulations as to what the standards are in the industry. 

Senator Smatuers. And so, as I understand it, the law has been that 
the foreign-freight forwarders have to register with the Maritime 
Board. What this bill seeks to do is merely to give to the Maritime 
Board additional authority to set certain standards. Now, we pre- 
sume that the Maritime Board would be reasonable, but, for example, 
could the Maritime Board write that they have to have $500,000 in 
the bank, or something of that nature ? 

The Cuarrman. I think, Senator Smathers, that on page 2, section 
44, we set out the rules of the Maritime Board. 

No. 1: 

A forwarder’s license shall be issued to any qualified applicant therefor if 
it is found by the Board that the applicant is fit, willing, and able properly to 
perform the services of a foreign-freight forwarder 
which means that somebody new could get into the business if they 
wanted to. 

Mr. Seymour. Yes. 

The Cuarrman. And then, in section (c) : 

The Board shall prescribe reasonable rules and regulations to be observed 
by any person holding a forwarder’s license, and no license shall be issued 
or remain in force unless such person shall have furnished a bond or other 
security in such form and amount as in the opinion of the Board will insure 
financial responsibility. 

So you won’t have these dummy corporations that are just set up 
for the purpose of evading the normal regular business of freight for- 
warding. The House hearings will show a great number of these 
instances, as I recall reading the House testimony. And then it gives 
a grandfather right for those in the business now of 120 days. This 
allows them the time to come to the Maritime Board and show that 
they are qualified and so on. 

Mr. Utitman. They must qualify. 

The Cuairman. There is pretty wide discretion in the Board in 
this case. 

Mr. UttMan. Yes, sir. 

Senator Smaruers. Let me ask you this: I have here a telegram from 
the citrus people, who say they oppose. They represent more than 
12,000 citrus-fruit growers. 

We strongly oppose provisions of paragraph (e) actually requiring carriers to 
compensate shippers’ forwarding agents. 

The CuatrMAn. George, that is section (e) of the bill, which we will 
consider after we get through with this licensing. That is the feature 
on compensation. 

Mr. Uttman. That is correct. 

The Cuarrman. I see the Chairman of the Board here, Mr. Morse. 
I anticipate that they have some objections, also, to section (e). We 
are dealing now with the pure licensing features of the bill. 





MERCHANT MARINE LEGISLATION 39 


Mr. Utiman. I might say, if I can for a moment, Senator, that the 
statement in that telegram is not factually correct, because there is 
nothing in this bill which would require carriers to compensate for- 
warders. It is purely discretionary, and the bill says, “may compen- 
sate,” and not “shall compensate.” 

Senator Smatuers. I wish you would answer me on my concern 
about this on these two points. 

First, whether or not by passing this we, in effect, provide not only 
greene. rights to those of you who are already in the freight- 

orwarding business 

The Cuarrman. Only for 120 days. Then they have got to come in 
and qualify. 

Mr. Utitman. They have to qualify like anybody else. 

Senator Smatuers. The old and the new. 

Mr. ULLMAN. Yes, sir. 

The CHatrMan. Yes. 

Senator Smaruers, That partially answers that question. Would 
this not tend to become, as we see so often happen in the medical pro- 
fession and the legal profession of which I am a member, the kind of 
an operation where it is very difficult for young people or new people 
or small-business people to get into the business because, in time, the 
requirements for going into the business are made more strict and 
more stringent? And this kind of legislation is just put up as a pro- 
tection for those of you who are already in it? 

Mr. Utitman. No, sir. On the contrary, I think this licensing fea- 
ture is a protection to the exporter who uses forwarders and to the 
carriers who depend upon them greatly. Actually, unless you have a 
body of competent and financially qualified and morally responsible 
people handling these vast sums of money, the American shipping pub- 
lic isin jeopardy. Now, anybody who—— 

Senator Smaruers. Do the American foreign carriers favor this 
legislation ? 

Mr. Uttman. The American ocean carriers ? 

Senator Smatuers. Yes. 

Mr. Uttman. They favor the licensing features of the legislation. 

Senator Smaruers. They do not favor this section which requires a 
fee to be paid. 

Mr. Uttman. Many of them from our area, sir, New York, have 
testified in favor of it. 

The Cuatrman. They are somewhat divided upon, at this time, 
utting in section (e), which would put the compensation section in. 
3ut I think they are pretty well all in agreement, the whole shipping 

industry, on the licensing feature. 

Mr. Utiman. Including the Board. 

The Cuarrman. Including the Board, yes. 

Senator SmaruHers. Are those who gather up materials and send 
them overseas in favor of this legislation ? 

Mr. Uttman. The exporters? We have not had too much testimony 
one way or another from the exporters, sir. 

M5 gee Smatuers. Do they know about this legislation, do you 
think ? 

Mr. Uttman. I assume they do. 

Senator Smatuers. How do you assume they do? 











40 MERCHANT MARINE LEGISLATION 


The Cuarrman. There were long hearings in the House. 

Mr. Unitman. There have been hearings on the House side for 3 
years, Senator. 

Senator Smaruers. For 3 years? 

Mr. Utiman. Yes. 

Senator Smaruers. Did they ever oppose it at any time? 

Mr. Uttman. The American shippers ? 

Senator Smaruers. No; the exporters. 

Mr. Utuman. No, sir; we know of no opposition by any group. We 
have testimony from the Commerce & Industry Association of New 
York, which represents many exporters who favor the provisions of 
licensing. 

Senator Smaruers. You have had some opposition to this legisla- 
tion, though, from individuals, I take it ? 

Mr. Utitman. We have had opposition on the compensation feature, 
which we are coming to. 

Senator SmaruHers. But you have had no opposition to any other 
provisions of this bill except the compensation sections ? 

Mr. Uxtiman. The licensing feature, which is the other section, 
a, to meet with the general approval of everybody. 

he Cuarrman. Mr. Ullman would be very sensitive about this 
matter, because he for a long time was Senator Ives’ secretary here. 
He would be very sensitive about opposition, pros and cons. 

Mr. Uniman. I think I would know. 

Senator Smatuers. I remember, when I went to law school, I was 
very much concerned that the State legislature would change the law 
which said that those of us who graduated from the University of 
Florida would not have to take a bar exam. The legislature did not 
act. But the minute I got out and got in, I was very anxious that 
they pass it thereafter to sort of protect me a little bit in my rights. 
While I can understand it completely, I just wonder if this is not 
that kind of an operation. 

Mr. Uutiman. No, sir; it is not, and I think the proof of it is that 
we have no real grandfather clause here. 

Senator Smatuers. All right, sir. 

The CHarrMan. Just merely the 120 days for people to get ready 
to bring their credentials to the Commission to qualify. 

Mr. Uttman. To file an application, that is all. 

Senator Smaruers. I think that is sensible. 

Somebody has got to do this business while you have this hiatus. 

Mr. Uttman,. That is right. 

Senator SmarHers. You say the shippers, the ocean shippers and 
the ocean carriers and so forth, support the licensing aspect of it. 
So far as you know, the general public feels that they would be 
protected by the licensing provisions of this legislation. 

Mr. Utiman. All I can say, Senator, is that the opponents to the 
compensation section who are against this thing have told me that 
they favor the licensing section. 

enator Smatuers. All right, sir, I have no further questions. 

The Cuarrman. I have been the recipient of all kinds of comments 
on this bill, and I have found none opposed to the licensing section. 
There really is no flat opposition to the compensation section, but 
some of the shippers and some of the Maritime industry feel that 
something should be worked out. 
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Maybe the langauge is not correct or as they would like it. But 
the licensing feature has no particular opposition. 

Mr. Uttman. Everybody appears to be agreed on it. 

Mr. Seyrmovr. This bill in brief provides for the licensing of 
foreign freight forwarders, or ocean freight forwarders, and au- 
thorizes their compensation by an ocean carrier if any 1 of 6 specified 
services are performed by the forwarder. 

A foreign freight forwarder is a person located in a port area in 
this country whose function it is to arrange for the movement of 
export cargo from an inland point of supply to the overseas consignee. 

@ reserves space for the cargo sbostt a steamer, sees to it that it 
arrives at shipside at the proper time, prepares the necessary shipping 
documents, such as the ocean bill of lading, dock receipt, export 
declaration, consular invoice, and arranges for various accessorial 
services, such as trucking, insurance, and warehousing. He acts in a 
dual capacity—as a forwarder for the shipper and as a freight broker 
for the carrier. 

In the New York area for more than 100 years the forwarder has 
been compensated by both the shipper and the carrier. He receives 
a flat fee from the shipper and a percentage of the ocean freight 
charges from the carrier. 

All export cargo must be forwarded if it is to arrive at its 
destination. 

The forwarder is the skilled technician who brings this about. 
Both the regulatory agency and our courts have agreed that “the for- 
warder is an integral part of our foreign commerce.” 

If he is seriously crippled in his operations or is forced to go out 
of business, the shipping public, our American merchant marine, 
and our foreign trade will inevitably suffer. 

Until recently, the forwarding industry operated under the pro- 
tection of a 1949 decision of the United States Maritime Commission 
in docket No. 657. In that proceeding, sustained by two Federal 
appellate courts, it was held that conferences of ocean carriers should 
not have the right to agree amongst themselves to deny compensation 
to forwarders or limit it to less than the traditional rate. 

In addition, ocean carriers in New York and elsewhere recognized 
the dual role played by forwarders and that the various services 
performed by the forwarder-broker were of benefit to the carriers 
and merited compensation. 

The record before the House subcommittee on H. R. 8382 contains 
the testimony of steamship representatives in New York, other 
Atlantic ports and in the gulf to this effect. 

Within the last year or so, the protection afforded the industry by 
docket No. 657 and the carrier willingness to compensate forwarders 
for various services rendered has been seriously jeopardized. 

A newly constituted Federal Maritime Board refused to adhere to 
657 and has initiated a new docket, 831, which forwarders fear wili 
permit carriers to gang up to deny compensation by conference action. 

In addition, this Board has proposed a set of rules which so limit the 
conditions under which carriers may compensate forwarders as to 
result in a denial of compensation altogether. 

Docket No. 831 and the proposed rules spell the doom of the 


forwarding industry. 
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Its revenue from carriers in the New York area has traditionally 
been 30 “orp of its overall revenue. 

By taking this away from the average forwarder he will be seriously 
crippled and in all probability he will close his doors. The average 
forwarder is a little fellow. Of the 1,500 registered forwarders, 
1,000 employ 5 or less people. 

He is simply in no position to withstand the effects of the proposed 
FMB action. 

In desperation, forwarders sought congressional help. The industry 
asked for licensing, a spelling out of the services for which a carrier 
could, if it so desired, compensate a forwarder and a legislative codifi- 
cation of docket No. 657. 

The House special subcommittee held extensive hearings this spring 
and drew also on the lengthy record of a 1955-56 special subcom- 
mittee. H. R. 8382 is the result. 

In this bill the FMB is given a licensing power over the industry 
to replace the present ineffective registration system. 

Our entire foreign commerce must necessarily benefit by having only 
competent and financially and morally responsible people engage in 
forwarding. 

To preserve the industry from the proposed FMB restrictive rules, 
paragraph (e) spelled out the various services authorizing compensa- 
tion by a carrier to a forwarder. 

Payment is discretionary and not mandatory and this paragraph 
represents only an expression of the general prevailing views of steam- 
ship lines as well as forwarders throughout the country with the 
exception of a vociferous minority of west-coast lines which has never 
reconciled itself to the decision in docket 657. 

The House did not act upon our request for a codification of that 
docket—not because it was not favorably disposed—but because, as 
noted in the committee report, this subject will be part of a contem- 
plated review of conference practices under the 1916 Shipping Act 
at the next session and it was felt that it should not be dealt with piece- 
meal at this time, 

Enactment of H. R. 8382 is of urgent necessity to the forwarding 
industry. Without it we fear greatly for the future of our industry 
which has so ably served our foreign commerce since colonial times. 

Thank you. 

The Cuarrman. Thank you, Mr. Seymour. How does the service 
of the forwarder listed in section (a), paragraph 5, for instance, 
benefit the carrier ; that is, the processing of consular documents ? 

Mr. Seymour. The responsibility of preparing consular documents 
allows the shipment to move. In many of the foreign countries the 
customs officials get a percentage of the fine and, therefore, many 
shippers would not undertake to forward shipments unless they had 
a responsible forwarding agent. 

This work also, if it was not done by the forwarding agent, would 
have to be done by the steamship line, who would have to hire addi- 
tional help and would also take that responsibility. 

The testimony of the New York conference chairman was very 
specific that all of the work done by the forwarders that allowed 
a shipment to move was of benefit to them. 

The Cuarrman. All right, thank you, Mr. Seymour. 
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STATEMENT OF CLARENCE MORSE, CHAIRMAN, FEDERAL 
MARITIME BOARD 


Mr. Morsr. With your permission, I would like to put my state- 
ment into the record in full. 
(The statement in full of Clarence Morse is as follows :) 


STATEMENT OF CLARENCE G. Morse, MARITIME ADMINISTRATOR AND CHAIRMAN, 
FEDERAL MARITIME BOARD 


Mr. Chairman, and members of the committee, I am glad to have this oppor- 
tunity to appear before your committee to discuss the two foreign freight 
forwarder bills that were recently passed by the House of Representatives, 
H. R. 474, to repeal section 217 of the Merchant Marine Act, 1936, which is better 
known as the Bland Freight Forwarding Act, and H. R. 8382, to amend the 
Shipping Act, 1916, to provide for licensing independent foreign freight for- 
warders, and for other purposes. 

I am in favor of H. R. 474, but I am opposed to H. R. 8382 in its present form, 
and I would recommend against its approval unless it is amended by deleting 
certain of its provisions which I will discuss later. 


H. R. 474 


As your committee knows, the Bland Freight Forwarding Act, which became 
law March 14, 1942, was sponsored as an emergency war measure by the late 
Congressman Schuyler Otis Bland, who was then chairman of the House Mer- 
chant Marine and Fisheries Committee. At the beginning of World War II, 
American goods were shipped to Great Britain in large quantities under the 
Lend Lease Act. These shipments were documented direct to the British and 
consequently the British had complete control of and transportation from inland 
point of origin to overseas destinations. British agencies were established at 
American ports of export. American forwarders and brokers received a mini- 
mum of the work which otherwise would have passed through them. The Bland 
Forwarding Act was designed to keep the American forwarders in business 
during the war. 

The act authorized the Maritime Commission to “coordinate” the functions 
and facilities of the public and private agencies engaged in the forwarding and 
similar servicing of waterborne export and import foreign commerce of the 
United States for three express purposes : 

(1) The efficient prosecution of the war; 

(2) The maintenance and development of the then existing and postwar 
foreign trade; and 

(3) The preservation of forwarding facilities and services for the postwar 
restoration of foreign commerce. 

It is clear that the Bland Forwarding Act has served its purpose and should 
be repealed, especially in view of the fact that it has been misunderstood and 
misinterpreted not only by the forwarders but by others. Some forwarders 
construe the act as a “bill of rights” to assure forwarders of participation in 
Government shipments, whereas the Maritime Administration does not believe 
that Government agencies should be required to use forwarders where they are 
not otherwise needed. We believe that each Government agency should be 
permitted to determine whether or not a forwarder should be employed on any 
particular shipment. A statement of policy was issued by the Maritime Admin- 
istration on March 5, 1957, regarding the employment of foreign freight for- 
warders to handle Government shipments. 

Under that policy, the Maritime Administration maintains a list of foreign 
freight forwarders to assist other Government agencies in selecting freight 
forwarders to handle shipment where such agencies decide that the services of 
forwarders are necessary. The list includes the names and business addresses 
of foreign freight forwarders who the Maritime Administrator finds: 


1. Are American citizens as defined in section 2 of the Shipping Act, 
1916; 

2. Are cleared as to security requirements; 

38. Are registered with the Federal Maritime Board under General Order 
72; and 

4, Have applied to the Maritime Administrator for inclusion on the list. 
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A copy of the statement of policy which was published in the Federal Register 
on March 19, 1957 (22 F. R. 1746) is attached to this statement. 


H. R. 8382 


H. R. 83882 would amend the Shipping Act, 1916, so as to make it illegal for 
any person to engage in business as a “foreign freight forwarder’ without a 
license issued by the Federal Maritime Board. The Board would be authorized 
to issue a license to any qualified applicant which the Board found was “fit, 
willing, and able properly to perform the services of a foreign freight for- 
warder” and to conform to the provisions of the Shipping Act, 1916, and the 
requirements, rules, and regulations issued by the Board, provided the Board 
also found that the proposed forwarding business was, or would be, consistent 
with the public interest and the national maritime policies declared in the 
Merchant Marine Act, 1936. 

The bill would authorize the Board to prescribe reasonable rules and regula- 
tions to be observed by licensed forwarders. Each forwarder would be required 
to post a bond to insure his financial responsibilities and the supplying of the 
services in accordance with his contracts, agreements, and arrangements. 

The Board would have authority to suspend or revoke a license, after notice 
and hearing, for willful failure to comply with any provisions of the Shipping 
Act, 1916, or any lawful order, rule, or regulation issued by the Board. 

Under the proposed law, any forwarder who was engaged in business as a 
foreign freight forwarder under a registration number issued by the Board 
pursuant to General Order 72 would be permitted to continue in business for 
a period of 120 days without a license, and to continue in business thereafter, 
under regulations prescribed by the Board, if an application for a license is 
filed with the Board within the 120-day period. 

The bill defines the term “foreign freight forwarder” as any person engaged 
in the business of dispatching shipments on behalf of other persons, by ocean- 
going vessels in commerce from the United States, its Territories or possessions 
to foreign countries, or between the United States and its Territories or pos- 
sessions, or between such Territories and possessions; and of handling the 
formalities incident to such shipments. This definition includes independent 
freight forwarders, common carriers, manufacturers, export traders, manufac. 
turers’ agents, resident buyers, brokers, commission merchants, and other per- 
sons, when they engage for and on behalf of any person other than themselves, 
in the aforementioned activity. 

The provisions of H. R. 8382, which I have summarized providing for licensing 
of freight forwarders, meet with the approval of the Federal Maritime Board and 
the Maritime Administration. 

However, it has been suggested that, unless a provision along the following lines 
is added to section 44 (a) of the bill, manufacturers and exporters would either 
have to obtain a forwarder’s license or be required to hire licensed forwarders 
to dispatch goods which they sell to overseas customers on an f. o. b. or f. a. s. 
basis: 

“but nothing in this section shall be construed to limit or restrict the right 
of persons engaged primarily in the sale of merchandise who as an incident 
of arranging or completing such sale performs forwarding services with 
respect to such goods when no payment of freight brokerage is made by any 
carrier in connection with such shipment.” 

We would have no objection to the substance of such an amendment to the bill. 

We are not in favor of the provision contained in paragraph (e) of section 2, 
appearing on page 4, lines 10-24, and page 5, lines 1-5, that specifies the circum- 
stances under which a common carrier by water may compensate an independent 
foreign freight forwarder for certain services. We feel that this provision should 
be deleted from the bill, and, in that case, the definition of the term “independent 
foreign freight forwarder” contained in section 1, paragraph (b), appearing on 
page 2, lines 9-16, should also be deleted, because it is not needed for the purpose 
of the licensing provisions of the bill and is only of importance in connection 
with the compensation provision of paragraph (e) which applies only to inde- 
pendent foreign freight forwarders. 

In this connection, it should be noted that the title of the bill incorrectly states 
that it provides for the licensing of “independent foreign freight forwarders,” 
whereas the licensing provisions are not so limited. The word “independent” 
should therefore be deleted from the title whether or not any other changes are 
made in the bill. 
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Paragraph (e) provides that a common carrier may compensate an independent 
foreign freight forwarder licensed under the act, and such forwarder may receive 
such compensation when the forwarder has performed any one or more of certain 
specified services, to the extent of the value of the services rendered to the carrier. 

We are opposed to this provision for several reasons. 

First, we believe it would result in perpetuating the practice of the automatic 
payment of unearned brokerage, which the House Merchant Marine and Fish- 
eries Committee recommended should be eliminated in its report entitled “In- 
vestigation into the Activities of Foreign Freight Forwarders and Brokers,” 
dated July 26, 1956 (H. Rept. 29389, 84th Cong., p. 56). The Federal Maritime 
Board and its predecessors have consistently held that brokerage is payment for 
securing cargo for a vessel. In docket 645, the Maritime Commission said (2 
U. S. M. C. 775, 780): “Brokerage is compensation for securing cargo for the 
ship.” In docket 657, the Commission repeated that definition (3 U. S. M. C. 
170, 172, affirmed 94 F. Supp. 138, SD NY 1950). 

In dockets 718 and 719 the Board said that conference lines may make rules and 
regulations——— 

“to assure that brokerage will not be paid under circumstances which will 
violate the act, and only to freight forwarders who have, in fact, earned 
or aan by actually securing or booking the cargo for the ship” (4 FMB 
166, 172). ; 

The Court of Appeals for the District of Columbia Cireuit has recently sus- 
tained the Board’s definition of brokerage in American Union Transport, Inc v. 
United States, No. 13,866, decided April 24, 1958. 

It appears that carriers could pay compensation to a forwarder under para- 
graph (e) equal to brokerage for services of substantially less value than the 
securing of cargo for the ship and under circumstances which would result in 
the automatic payment of brokerage whether or not earned within the meaning 
of the Board’s decisions. 

Second: It is not clear whether the compensation permitted to be paid to the 
forwarder by the carrier in paragraph (e) is intended to take the place of 
brokerage or to be in addition to brokerage. The word “brokerage” is not used 
anywhere in the bill. Paragraph (e) states that the carrier may compensate the 
forwarder “for the extent of the value rendered to such carrier.” This would 
seem to mean that the compensation should be commensurate with the value of 
the services rendered to the carrier. In that case, the amount of the compensa- 
tion payable would vary substantially depending upon the nature and number 
of the services performed. For instance, the preparation and processing of 
dock receipts or delivery orders might entitle the forwarder to nominal fees 
of a few dollars, whereas the securing of the cargo for the ship would entitle 
the forwarder to brokerage which, at the rate of 1144 percent of the freight 
charges might run into several hundreds of dollars. The House committee report 
states (p. 4): 

“This provision in the proposed bill is not intended to require or suggest 
that there be any change in the customary, historic, and traditional practice 
of the payment by the carrier to the forwarder of a percentage of the freight 
charges as compensation for the specified services.” 

It is difficult to reconcile the provisions of paragraph (e) of the bill with the 
committee’s comments. 

If the compensation provided in paragraph (e) is intended to take the place 
of brokerage, the bill should so state and it should also prohibit the payment of 
brokerage or other compensation except in accordance with the provisions of 
paragraph (e). On the other hand, if the compensation provided in paragraph 
(e) is intended to be paid in addition to brokerage that fact should be made clear 
in the bill. 

Third: No provision is made in the bill to regulate the amount of the com- 
pensation which a carrier may pay to a forwarder for the services specified in 
paragraph (e) or to assure that the fees will be reasonable. However, the 
Federal Maritime Board already possesses sufficient authority under section 17 
of the Shipping Act, 1916, to establish reasonable maximum and minimum rates 
that may be paid for services rendered by a forwarder. Compare California v. 
United States (320 U. S. 577 (1944)). Nevertheless, for the purpose of clarity, 
if paragraph (e) is retain in the bill, we suggest that a provision should be added 
specifically authorizing the Board to establish reasonable rates of compensation 
for the purposes of that paragraph. 

Fourth: We do not agree with the committee’s report (p. 4) that all of the 
services specified in paragraph (e) are primarily for the benefit of the carrier 
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rather than the shipper, and that the carrier should compensate the forwarder 
for them. Except in the case of securing cargo for the ship, soliciting cargo, 
and possibly preparing bills of lading and dock receipts, the services specified 
in paragraph (e) are rendered by a forwarder for and at the request of the 
shipper, and as the shipper’s agent; they are only incidentally of benefit to the 
carrier. 

Finally, the compensation provision of paragraph (e) is a novel treatment of a 
major problem area of the forwarder industry. The provision did not appear in 
any bill prior to July 31, 1958, when H. R. 8382 was reported out of the Merchant 
Marine and Fisheries Committee. The committee report contains no explanation 
of how the provision is intended to operate, and we feel that such an important 
measure should not be enacted into law without an opportunity for careful study 
of the effect it may have upon the shipping industry. 

It is noted that the House committee stated that it had not included in the 
bill any provision about the right of a conference to limit or restrict payment by 
its member lines of compensation to forwarders because the entire question of 
conference practices is now under study and ought not be dealt with piecemeal. 
We agree with that position. The Board now has pending docket 831 to recon- 
sider the extent to which conferences may prohibit the payment of brokerage or 
other fees to ocean freight forwarders or may otherwise control or limit the 
payment of such fees. At the request of the House committee, hearings have been 
postponed in this docket and in docket 765 concerning the business practices of 
ocean freight forwarders and the Board’s proposed revision of its forwarder rules 
and regulations. We feel that hearings in these dockets should now be commenced 
and that pending the outcome of those hearings legislation such as that contained 
in paragraph (e) of H. R. 8382 should not be rushed through. 

Before closing, I should like to mention that the Secretary of Commerce through 
the Bureau of Foreign Commerce now exercises some control over the business 
practices of foreign freight forwarders. Under the Export Control Act (50 
U. S. C., app., secs. 2021-2032), the Secretary is authorized to issue rules and 
regulations relating to the “financing, transporting, and other servicing of exports 
and the participation therein by any person.” Pursuant to that authority, the 
Secretary has prescribed export regulations (15 C. F. R., pts. 368-399) which 
apply to foreign freight forwarders as well as shippers and other persons. The 
definition of “forwarding agent” in rule 379.4 (f) is broad enough to include a 
foreign freight forwarder. 

Under rule 382.1, the Secretary may, after notice and hearing, deny the privi- 
lege of participating in exporting or the servicing of exports to any person who 
violates any law or regulation relating to export control. For violations of the 
export regulations, the Secretary has suspended forwarders’ privileges of par- 
ticipating in the servicing of export shipments for periods up to 6 months. 

If H. R. 8382 is enacted into law, the legislative history should show that its 
provisions authorizing the Federal Martime Board to prescribe rules and regula- 
tions to be observed by persons holding a forwarder’s license are not intended to 
supersede any of the powers of the Secretary of Commerce to regulate forwarder 
activities insofar as they relate to export controls under the export control law. 





STATEMENT OF POLICY—BUSINESS PRACTICES OF FREIGHT FORWARDERS 
[Reprint from Federal Register issue of March 19, 1957 (22 F. R. 1746) ] 
FEDERAL MARITIME BOARD 
[46 C. F. R. Part 244] 

Part 244—Business Practices oF FREIGHT FORWARDERS 
STATEMENT OF POLICY 


The Maritime Administrator has revoked Maritime Commission General Order 
70 (Part 243),? and, simultaneously with such revocation, has established the 
following policy : 

The Maritime Administrator finds that it is appropriate and in the public 
interest to maintain a list of foreign freight forwarders to assist other govern- 
ment agencies in selecting freight forwarders to handle shipments where such 


1See Part 243 of this chapter, F. R. Document 57-2015, supra. 
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agencies decide that the services of forwarders are necessary. The list will 
include the name and business addresses of foreign freight forwarders who the 
Maritime Administrator finds: 

1. Are American citizens as defined in section 2 of the Shipping Act, 1916, as 
amended (46 U. 8S. C. 802) ; 

2. Are cleared as to security requirements; 

3. Are registered with the Federal Maritime Board under General Order 72 
(46 C. F. R., Part 244) ; and 

4. Have applied to the Maritime Administrator for inclusion on the list. 

The initial list shall include all United States citizen forwarders whose names 
appeared on the list prepared by the Maritime Administration under General 
Order 70 as of its revocation date. 

Foreign freight forwarders who meet the requirements set forth above, and 
who desire to be included on the list, shall apply in writing to the Secretary, 
Maritime Administration, Washington 25, D. C., and shall accompany such 
application with: 

1. A copy of their most recent application to the Federal Maritime Board for 
registration under General Order 72 (46 C. F. R., Part 244) with any amendment 
necessary to bring it up to date; and 

2. An affidavit stating that the applicant is a citizen of the United States 
as defined in section 2 of the Shipping Act, 1916, as amended (46 U. S. C. 802). 

If the forwarder is an individual, the affidavit of citizenship shall state 
whether he is a citizen of the United States by birth or naturalization, and the 
facts upon which that statement is based, such as the date and place of birth 
or the date and number of the naturalization certificate. If the forwarder is 
a partnership, each partner shall furnish an affidavit of citizenship giving the 
same information as is required of an individual. If the forwarder is a cor- 
poration, the affidavit shall be in the form prescribed by the Maritime Adminis- 
trator, and published in the FeperAL Reetster of October 27, 1956, 21 F. R. 8240. 

The Maritime Administrator reserves the right to request such additional 
information as he considers to be necessary or desirable, in order to determine 
the eligibility of the applicant for inclusion on the list. 

Any foreign freight forwarder who desires may have his name removed from 
the list upon written request to the Secretary, Maritime Administration. 

Copies of the list of forwarders maintained pursuant to this Statement of 
Policy may be obtained upon request from the Secretary, Maritime Adminis- 
tration, Washington 25, D. C. 


(Sec. 204 49 Stat. 1987, as amended ; 46 U. S. C. 1114); 
Dated: March 5, 1957. 


[SEAL] CLARENCE G. MORSE, 
Maritime Administrator. 


[F. R. Doe. 57-2017 ; Filed, Mar. 18, 1957; 8: 45 a. m.] 


Mr. Morse. Let me endeavor to explain my understanding of the 
problem and we are referring only to the compensation provision. 
Weare in favor of the licensing. 

The Carman. You are in favor of the licensing—so that it will be 
clear in the record ? 

Mr. Morse. Yes. 

The Crarrman. Thank you. 

Mr. Morse. Fundamentally the question is simple in my mind. 
Firstly, for the commerce of the United States do we require the exist- 
ence of the number of freight forwarders that are now in business? 
If we do for the commerce of the United States, then we should adopt 
the legislation because it will perpetuate that number of freight 
forwarders. 

If we do not require that number for the commerce of the United 
States, then if unearned brokerage is not paid, it will mean that the 
freight forwarders will charge a fair compensation to the exporting 
public for the services actually performed to the exporting public and 


to the extent that there is a surplus of freight forwarders they will go 
by the board. 
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It is just that simple. 

The Cuarmman. But under the licensing feature they would only 
by the board in operation of their business ; the licensing feature would 
not hurt that one way or another. 

Mr. Morse. No, sir. 

The CHatrMan. Because there are a — number of these people. 
That was the point I was trying to make here earlier. 

Somebody raised the question that this licensing might give some 
kind of a closed corporation, but there are plenty of these forwarders 
around. 

Mr. Morse. There are plenty of them around. 

The Cuarrman. Yes. 

Mr. Morse. In my personal view, and I have expressed it before the 
Merchant Marine and Fisheries Committee, many of the services per- 
formed by the freight forwarders for the exporter or importer have 
inelideastal benefit to the carriers and there is no question that it has 
incidental benefit to the carriers. 

The CHatrman. And isn’t it true also that one of the reasons for 
the licensing feature is to get away from the abuses of this system, the 
so-called unreliable or dummy forwarders ? 

Mr. Morse. Yes; that is the purpose of the licensing provision. 

The Cuatrman. Which the House record, I think, did show some 
pretty bad a of. 

Mr. Morse. There are always some bad apples in the barrel. 

The Cuarrman. Yes. 

Mr. Morse. But by and large I think that these people are honest 
people trying to do a job. 

e CuairMaNn. We license real-estate brokers for the protection 
of the public. We license insurance people for the protection of the 
public, and many other things. 

We put up some rules of qualifications for people. 

Mr. Morse. Fundamentally, it seems to me the question your com- 
mittee has to resolve is this simple question: Are these numbers of 
freight forwarders required for the overall import-export business of 
the commerce of the United States? 

If this number is not required, then the commerce of the United 
States is supporting more than they need and we have enough trouble 
in our export commerce as it is. 

The Cuarrman. They are paying for services they do not need. 

Mr. Morse. Correct. 

The Cuatrman. Or that they could do themselves in some cases, but 
there is a real necessity for the foreign-freight forwarder in certain 
essential services. 

Mr. Morse. No question about it. 

The CuarrmMan. We will put your statement in the record in full. 

Mr. Morse. But on this question of whether the bill is only per- 
missive rather than mandatory on the payment, I think the economic 
facts of life are simple. That if one carrier will pay brokerage, they 
are all forced to pay in order to be competitive. 

The Cuarmman. Thank you, Mr. Morse. 

All right, we have Mr. McCarthy here, who is listed next, and then 
Mr. Schurig and some San Francisco lawyers. 

Go ahead, Mr. McCarthy. 
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STATEMENT OF M. J. McCARTHY, PACIFIC COAST FORWARDERS 


Mr. McCarrny, My name is M. J. McCarthy. 

The Cuairman. You are with Pacific Coast Forwarders? 

Mr. McCartuy. Yes. 

I am a partner in the firm of Berry-McCarthy Shipping Co. We 
have been in business for the past 40 years, and I have offices in San 
Francisco and Los Angeles. 

I personally have been associated with the company for the past 
30 years. 

I am also president of Pacific Customs & Freight Brokers Asso- 
ciation, and in that respect the L. A. Customs & Freight Brokers 
Association have supported this bill, so we have an entire west coast 
support of the bill from the freight-forwarding industry. 

Now the thing that I am concerned with, Mr. Chairm man, is the fact 
that we have had about 14 years of litigation on this matter, and I 
made a plea before the House Merchant Marine Committee like I 
make it right here. 

If there is some way that we can put an end to this litigation, I feel 
that the forwarding industry, the foreign freight forwarders, must 
have a legal status because right now we are under what we call the 
other persons of the act. That came about as you probably remember 
through the Supreme Court case in 1942. Now we on the west coast 
have always felt that we should not be discriminated against in that 
the east coast and the gulf lines, many of whom operate on the west 
coast, pay compensation to the forwarders in those are: as, that is, the 
east coast and the gulf, but did not pay compensation to the forward- 
ers on the west coast exe ept in a few trades, particularly in the line 
of services, and many of those lines are members of the same confer- 
ences operating on the west coast. 

Now we are a small industry. I have in my office in San Francisco 

9 people and in Los Angeles, 8, and the most important part of this 
bill, Mr. Chairman, is the compensation feature. 

The licensing I am quite sure the Federal Martime Board will do an 
excellent job on in screening the people that they believe are qualified 
to be in this business, or to ‘stay in the business, but the compensation 
feature is the one important part because we receive approximately 
50 percent of our revenue from the steamship carriers, and if that were 
eliminated, and it is quite possible it would be eliminated, because if 
all we get out of this bill is a licensing system, I feel that the Federal 
Maritime Board the way it is constituted as of today will institute 
docket 831, the purpose of which is to overturn the previous decisions 
of the Federal Maritime Board and the precedents set by the United 
States Maritime Commission, 

The Cuatrman. If we were to pass the licensing feature and leave 
section (e) off, would that not be a step forward in your business? 

Mr. McCarrny. You mean by that there would be no action taken ? 

The CHarrmMaNn. Would you rather have that than lose the whole 
bill? That is the point I am making. 

Mr. McCarruy. I would rather have that than lose the whole bill, 
yes, sir, but do I understand you to mean that there would be no 
particular action with respect to this docket while this is in the in- 
terim period ? 
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The Cuarrman. No, the Maritime Board will do what they wish; 
but I think that the Maritime Board would take cognizance of the 
situation surrounding the inability of Congress at this session to get at 
section (e). They probably would withhold and leave the thing 
status quo. 

I do not know. We do not direct the Maritime Board to do things, 
but the Maritime Board has been very considerate of the views and 
actions of Congress and particularly the two committees. 

Mr. McCarrny. There was one thought I had in mind, Mr. Chair- 
man, and that is about all I have to say in that respect. I thought 
this: Perhaps if it would be feasible, to have this become law and then 
after a period of say 6 months or a year if we find that it is unworkable 
or it is a situation that requires further amendments, that we could 
come back to Congress in hand with the Federal Maritime Board. 

The Cuatrman. I am afraid your legislative situation is just the 
reverse right now. 

Mr. McCartuy. I am not familiar with that. 

The CuatmrMan. Well, the House just passed this bill out. They 
have had it over there for a long, long time. The hearings fill several 
volumes. 

Mr. McCarrny. Thatistrue. It has been going on for years. 

a CHaAtRMAN. We never had a chance to get at it until just last 
week. 

Mr. McOsrrny. May I leave this thought with you: That the for- 
warding industry definitely needs protection, and the only protection 
that we can get is through Congress. 

The Cuaran. All right, thank you, Mr. McCarthy. 

Mr. Schurig, have you a statement ? 


STATEMENT OF HENRY E. SCHURIG, TEXAS OCEAN FREIGHT 
FORWARDERS ASSOCIATION 


Mr. Scuurie. I do. 

The CHarrman. Go ahead; it is a very short statement. 

7 Mr. Scuuric. My name is Henry E. Schurig. I am from Houston, 
ex. 

My ocean freight forwarding firm does business in all Texas ports 
and in Lake Charles, La. 

The Texas forwarders have asked me to speak for them and to ask 
for your Senate enactment of the bill known as H. R. 8382. 

The House of Representatives passed this bill after more than 2 
years of careful study and extensive hearings held in the principal 
ports of the Nation and in Washington. 

For our industry, these hearings have been expensive and time- 
consuming, and, since the bill passed provides the remedial legisla- 
tion the industry needs to preserve it, we respectfully ask for Senate 
approval at this session of Congress. 

The ocean freight forwarders bridge the gap between the shipper 
= the steamship. We are a vital part of our country’s maritime in- 

ustry. 

The report of the House committee on this bill describes briefly how 
the ocean-freight forwarders have continued, as the maritime indus- 
try expands and changes, to perform efficiently the essential task of 
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seeing that goods moving in foreign commerce get out of the hands of 
the shippers and into the hands of the steamship companies, and how 
the forwarders have for many years been compensated. 

Should this committee wish to study the history of this matter, we 
respectfully suggest that it is accurately set out in the House com- 
mittee report of this bill. 

This bill, in our opinion, accomplishes two badly needed and im- 
portant results: 

First, it enables the Federal Maritime Board, through reasonable 
regulations, to make sure that the ocean-freight forwarding industry 
continues to perform its needed services in a healthy and efficient 
manner. The Board can, by licensing, restrict the industry to those 
who are actually engaged directly in ocean-freight forwarding, and 
it can prevent unethical practices. 

Second, the bill directly promotes the welfare of the American 
maritime industry by allowing steamship companies to continue the 
essential and long-established practice of paying to ocean-freight for- 
warders reasonable compensation. 

Roughly one-half of the revenues of our ocean-freight forwarders 
are derived from compensation paid by steamship companies. Were 
this revenue lost, our firms would be forced to curtail their services 
and discharge longtime employees or go out of business. 

At the same time, the steamship companies would have to add 
employees to do work the ocean-freight forwarders now do for them 
and the shippers. 

We in the west gulf are firmly convinced that such disruption of 
long-established practices would not reduce the expense of shipping 
American goods abroad, would not promote economy and efficiency 
in the maritime industry, and would not correct any unethical prac- 
tices. 

Since the bill protects the public by giving the Federal Maritime 
Board power to prevent unethical practices, and at the same time 
clarifies the right of the steamship companies to pay to us adequate 
compensation, we favor the enactment now of the bill. 

We have no fear, as legitimate business people, of reasonable licens- 
ing requirements. We need this legislation to preserve our industry. 

In conclusion, my friends in the west gulf ask me to express to you 
their thanks for permitting me to appear and explain why we strongly 
favor the enactment into law of this bill at this session of Congress. 

The Cuarrman. Thank you, Mr. Schurig. 

Mr. Scuurie. Thank you, sir. 

Mr. McCarrny. Mr. Chairman, may I try to correct something? I 
believe you asked me the question if I would be satisfied. 

The Cuarrman. No; I did not ask you if you would be satisfied. 
No one is ever satisfied. 

Mr. McCartuy. You asked me if it would be all right to accept the 
licensing provisions without subsection (e) in there, and I think I said 
to 7% “Yes.” Iam not sure whether I did or not, but they tell me I 
did, but I did not mean to say that. I prefer no legislation at this 
session if H. R. 8382 in its entirety could not be adopted at this time. 

(Discussion off the record. ) 

The Cmarrman. Thank you, Mr. Schurig. 

Now we have some San Francisco lawyers. 
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Mr. James and Mr. Wheat, and Mr. Gallaway is with them. Do 
you want to come up together ¢ 

Mr. Ullman, I wanted to ask you this question for the record: That, 
if this oak should pass, we would have to pass also H. R. 474; would 
we not! 

Mr. Utiman. If this bill passes in its present form, we would raise 
no objection to H. R. 474. 

The Cuatrman. Yes, because it clears up the technicality involved ; 
does it not ? 

Mr. Untiman. H. R. 474 deals with the repeal of the 1916 act, the 
om statute which the House said there was no longer any necessity 

or. 
The Carman. Thank you. I just wanted that for the record. 


STATEMENT OF LEONARD JAMES, LAWYER, SAN FRANCISCO 


Mr. James. I am one of that vociferous minority that our colleagues 
from New York talked about, and I have a prepared statement which 
I intended to read. 

Mr. Chairman, should I read this, or put it in the record and sum- 
marize it orally ? 

The Cuarrman,. Put it in and summarize it. 

(The statement in full of Mr. Leonard James is as follows:) 


STATEMENT OF LEONARD G. JAMES 


I represent Pacific coast conferences of steamship lines that will be affected 
by H. R. 8382. The conferences, composed of both American and non-American 
lines cooperating together to preserve uniformity of rates in our export trades, 
are: Pacific Coast European Conference, a group of conferences composing 
Pacific-Latin America conferences and Pacific Straits conference. The purpose 
of my testimony is not to oppose the primary objective of H. R. 8382, which is to 
provide for the licensing and regulation of freight forwarders, but solely to 
oppose paragraph 2 (e) of that bill. 

We are opposed to paragraph 2 (e) because it would legalize the vicious, 
discriminatory practice of rebating to shippers by permitting steamship lines 
to favor those shippers who employ freight forwarders through the device of 
paying them fees for the services which they perform “for and at the request 
of shippers.” (Quote taken from H. Rept. 2333, 85th Cong., 2d sess., July 31, 
1958, p. 3.) 

Each of the activities and services set forth in paragraph 2 (e) as a service 
for which a carrier would be authorized to compensate an independent freight 
forwarder is, in fact, part of a shipper’s responsibility in forwarding his goods 
to shipside. This was made clear in the recent decision of the United States 
court of appeals in the case of American Union Transport, Inc. v. U. S., decided 
by the court in the District of Columbia on April 24, 1958. This case would be 
overruled and set aside by paragraph 2 (e) of H. R. 8882. In that case, the 
court dealt with each of the services named in the bill, saying: 

“In this case, however, except in a few minor details, the services rendered 
inured not to the benefit of the carrier but to the benefit of the consignee, and, 
to that extent the Board was correct in holding that the consignee benefited and 
that a rebate, in effect, resulted. 

“We have no reason to disagree with the Board’s holding that, of all the 
services performed by AUT in connection with the shipments (arranging over- 
land transportation to shipside, coordinating manufacturers’ delivery dates with 
steamer sailings, procuring consular invoices, customs declarations, and export 
permits, reserving space, booking the cargo, preparing bills of lading, and ad- 
vising Central when to expect shipments), only the preparing of bills of lading 
might be construed to be the performance of an obligation which is that of a 
earrier, and that that duty on the carrier arises only after the shipper, or his 
agent, supplies the carrier with a complete description of the goods to be 
shipped. 
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“It seems clear, as the Board held, that the other functions performed by AUT 
could not be said to be functions which, in the absence of AUT’s performing 
them, would be performed by the carriers, and that the duty to bring the 
locomotives alongside the vessel ready for shipment is a duty of the shipper, 
not of the ship, and was ordinary freight-forwarder service.” 

The bill would have a discriminatory effect because paragraph 2 (e) permits 
carriers to compensate independent forwarders, as defined in section 1 (b), but 
does not permit carriers to compensate forwarders defined in paragraph 1 (a), 
performs one or more of the fowarding services defined in paragaph 2 (e), that 
exporter may not be compensated by a carrier, but if an independent forwarder 
as defined in paragraph 1 (b) performs the identical service or services he may 
be compensated by any carrier. 

At present, section 16 of the United States Shipping Act of 1916 makes it 
illegal for a common carrier subject to that act to compensate either the exporter 
or the exporter’s agent for the services and activities listed in paragraph 2 (e), 
except the actual securing of cargo. (See decision of U. S. Court of Appeals, 
District of Columbia Circuit, April 24, 1958 in American Union Transport, Inc. v. 
U. 8. A.) This has been the law in the United States since the decision of the 
Supreme Court in 1915 in the case of Lehigh Valley R. R. Co. v. U. S. (248 U.S. 
444), followed in U. S. v. Chicago Heights Trucking Co. (310 U. S. 384) and 
Rates of Garcia S. S. Co. (2 U. 8. M. C. 615). Also, see FMB decisions in dockets 
645, 657, 767, and American Union Transport v. River Plate Conference, in each 
of which the Board has said the carriers may compensate only for the true 
brokerage service of securing cargo for the carriers. 

Since paragraph 2 (e) will permit carriers to compensate independent for- 
warders who perform the service listed in paragraph 2 (e), but will not permit 
carriers to compensate shippers who perform the identical services, the effect 
will be that the shipping lines will subsidize exporters who employ forwarders 
by paying their forwarding costs, thereby reducing their net cost of transporta- 
tion by that amount. This will place exporters who perform these servces for 
themselves at a competitive disadvantage. They must either employ forwarders 
in order to remain competitive or attempt to absorb the expense of doing their 
own forwarding. 

If all exporters employ independent forwarders, the ultimate result will be 
that the carriers will pay all forwarding costs incurred by all exporters. The 
cost to the carriers will be an intolerable, additional financial burden. 

In a bill designed to license and regulate freight forwarders, Congress should 
not legalize and encourage rebating by steamship lines. Although paragraph 
2 (e) makes it permissive, not compulsory, for carriers to compensate forwarders, 
the force of competitive pressure between lines soliciting shippers for their busi- 
ness inevitably and surely means that, when the present, legal prohibition against 
compensating forwarders is removed, each line will compensate the shippers’ 
forwarding agents in the amount demanded by the forwarding agents or sacrifice 
the cargo to those who will be more accommodating. 

The legalizing or rebating through the device of compensating shippers by pay- 
ing their forwarding costs is inconsistent with nearly three-fourths of a century 
of transportation law in the United States. Ever since the Interstate Commerce 
Act was enacted in 1887, the primary objective of all transport regulation has been 
to stamp out discrimination and favoritism, which are the objectionable conse- 
quences of rebating. This particular device of rebating to shippers indirectly 
through compensating their forwarders is one of the most vicious of all rebating 
schemes. It destroys the fiduciary relationship necessary between the exporter 
and his forwarder if the latter is to perform a competent, impartial forwarding 
service. No one can serve two masters. Forwarders are no exception. 

The report of the House of Representatives on this bill, Report 2333 (85th 
Cong., 2d sess., July 31, 1958), states, at page 2: 

“Our intent here is to have every person, firm, or corporation who holds itself 
out as a forwarder to be fully competent and qualified to act in the fiduciary 
relationship which such business necessitates.” [Italic added.] 

A “fiduciary relationship” is a special, close relationship between principal 
and agent. The law holds a fiduciary agent to a very high standard of conduct 
in the performance of his agency duties, and he may not, above all things, elicit 
compensation from any party with whom his principal deals at arm’s length. 
This is true of attorneys, trust officers, and many other agents. The same House 
report states, at page 3: 

“These services today are known as forwarding services and are performed 
for and at the request of shippers.” 
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Thus, there is a close fiduciary relationship between forwarders and shippers 
as agents and principals. The intent of this bill is said to be protection of that 
fiduciary relationship. How can that be done by a provision in the bill which 
necessarily destroys the fiduciary relationship between the forwarder and his 
principal by letting the forwarder seek his compensation from the carriers? 

The viciousness of this particular form of rebating was clearly recognized by 
the Interstate Commerce Commission in its decision entitled “Friedman’s Broker 
Application” (44 M. C. C., 631, 636). There, the ICC had reference to the pay- 
ment of compensation by water carriers to a forwarder, said: 

“Clearly, any arrangement tending to vest control of a shipper’s traffic in an 
applicant for a broker’s license is not compatible with the public interest, since 
it places him in a position where he can indulge in the very practices which Con- 
gress, in subjecting brokers to regulation, intended thereby to prevent. Having 
gained control of the traffic, it logically follows that he would route the traffic 
over the lines of carriers which were willing to pay him a commission, rather 
than over carriers which might render a more expeditious service. In this 
connection, it is significant that applicant, on many occasions, has routed traffic 
over the lines of carriers with which he had arrangements for the payment of 
commissions, requiring a transfer of lading en route although direct, single-line 
service was available. 

“The conclusion is warranted that the success of applicant’s brokerage business 
in the past stemmed from his ability to control the traffic of certain shippers 
through the gratuitous performance of important nontransportation services for 
them. * * * His principal services benefited only the shippers, but they paid 
nothing therefor. * * *” 

I strongly urge this committee to give its earnest consideration to the elimina- 
tion of paragraph 2 (e) from H. R. 8382 so that the bill may accomplish its pri- 
mary objective of licensing and regulating forwarders unencumbered by a newly 
added clause to legalize mass rebating in our industry. 


Mr. James. That is agreeable to me, but I would like to add a few 
comments, if I might. 

The CuarrmMan. You are talking, as I understand your statement, 
about section (e) of this bill? 

Mr. James. That is correct, Mr. Chairman. 

pane CuatrMan. Do you have any objection to the licensing features 
of this? 

Mr. James. No; we are not concerned with whether they are licensed 
or not. 

The Cuarrman. All right. 

Mr. James. Our concern is with paragraph (e) of section 2. That 
is the provision which states that the common carriers may compensate 
freight forwarders when they perform one or more of a list of services. 

The list of services with the exception of the actual securing of cargo 
which is not a forwarding function but a broker’s function and, by 
definition of forwarders in this bill, is outside the scope of the bill 
entirely 

The Cuarrman. Aren’t forwarders sometimes brokers, too? 

Mr. James. The same person who is a forwarder might be a broker, 
but, Mr. Chairman, this bill licenses forwarders and defines them as 
ae who dispatch shipments by carriers. Such a person is not a 

roker. 

The witnesses who preceded me, speaking in behalf of the freight- 
forwarding industry, which is so anxious to have this bill passed at 
this time, have said to your committee that this bill was considered by 
the Merchant Marine and Fisheries Committee of the House of 
Representatives. 

That is not the fact. There was a bill with the same number that 
was considered and on which we had the opportunity of appearing 
before the committee and testifying. The present bill has the same 
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number. However, from the word “enacted” on the bill isnew. This 
bill was reported out of the committee after the hearings were con- 
cluded and we have not had the opportunity to testify on it. 

Paragraph (e) is brandnew. We knew of it only a short time. 

The Cuarrman. But there was testimony on the broad objectives 
of paragraph (e). 

r. JAMES. Yes; that is correct. 

The Cuamman. Because Congressman Allen did tell the committee 
here the other day—he is from the bay district, and, I think, handled 
a lot of this bill in the House—that they had changed the bill subject 
to the testimony. The original bill dealt with the same general cate- 
gory of services discussed in section (e). 

Mr. James. Forwarding service. 

The Cuairman. Yes. 

Mr. James. That is correct; it did. 

The original bill in which we had the opportunity of appearing had 
a provision in it substantially to the effect that any carrier may com- 
pensate a freight forwarder for any service that the forwarder might 
perform which the individual carrier considered to be of benefit to 
the carrier. That was the so-called of benefit theory in a scheme 
whereby the carriers could disguise this brokerage business that has 
been going on in the industry for years as a compensation for his 
services whereas in fact it is not. 

The true purpose of this bill is in fact—of paragraph (e)—is to 
reverse an established historical prohibition against any form of 
rebating by common carriers in the transportation industry of the 
United States in both interstate and foreign commerce. 

At the present time it is illegal for carriers to compensate agents 
of shippers. 

A recent case entitled “7he American Union Transport Company v. 
the U.S.,” decided by the court of appeals in this circuit, particularly 
listed the very same services that are set forth in paragraph (e), 
characterized those as forwarding services performed entirely in 
behalf of shippers and not for the carriers, and said that the compen- 
sation of a forwarder who performed these services would be an illegal 
rebate, and would result in discrimination against shippers who did 
not employ freight forwarders. 

Therefore, the purpose of including that paragraph (e) and those 
particular services is to reverse this decision of the court of appeals 
and to reverse a policy established by the Congress of providing for 
uniformity of rate treatment by carriers so far as shippers are 
concerned. 

The CHarrMaNn. Well, we reverse the courts once in a while up here. 

Mr. James. That is certainly true, Your Honor, and you can do 
sO now. 

The CHarrmANn. We reversed them on dual rates. 

Mr. James. That is correct, Mr. Chairman, and you can do so at 
this time. 

Certainly it is not my intention to question the power of Congress 
to reverse the courts on decisions rendered. 

However, we have had a transportation policy in this country 
against rebating, and that has been a policy ie more than 50 years. 
There is no intent so far as I know to reverse it so far as the railroads 
are concerned who cannot pay this kind of compensation, nor the air 
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carriers, nor the motor lines, nor the water carriers in our interstate 
commerce, and there is nothing in the report of the House of Repre- 
sentatives that even suggests any reason for reversing it so far as we 
are concerned. 

Now it seems to me that in a bill which is supposed to be and is 
characterized in the report as intended to license freight forwarders 
and to protect a fiduciary relationship between forwar rders and their 
own clients, you should not encumber that bill with a provision which 
will reverse a historical policy of this country for that many years. 

The Cuarrman. Now on page 3 you say that— 

Since paragraph 2 (e) will permit carriers to compensate “independent” 
forwarders who perform the service listed in paragraph 2 (e) but will not 
permit carriers to compensate shippers who perform the identical services, the 
effect will be that the shipping lines will subsidize exporters who employ for- 
warders by paying their forwarding costs thereby reducing their net cost of 
transportation by that amount. 

This will place exporters who perform these services for themselves at a com- 
petitive disadvantage. They must either employ forwarders in order to remain 
competitive or attempt to absorb the expense of doing their own forwarding. 

Mr. James. That is correct. 

The Cuatrman. That is your interpretation of section 2 (e) ? 

Mr. JAmeEs. That is correct, Mr. Chairman. 

The CHatrman, I think that sums up probably the real controversy 
in this section. 

Mr. James. That is correct. 

Mr. Seymour stated to you that if the forwarder did not prepare a 
consular document, that being one of the services that is listed in 
paragraph (e), the carrier would have to prepare it. That is a mis- 
statement. That is not true. If the forwarder did not prepare the 
consular document the shipper would have to prepare it. 

The law so states that the shipper must furnish a consular docu- 
ment to our Government and that is true of the other services set forth 
there. If the forwarder did not do it, the shipper would do it. 

The CHatrMan. You do believe, however, that the foreign-freight 
forwarders play a very important part in our whole scheme; do you 
not? 

Mr. James. I believe that the foreign-freight forwarder does a fine 
job for the shipper whom he represents. 

The Cuatrman. And you believe he should be compensated on a 
voluntary basis for what he does ? 

Mr. James. I believe that any man who does a service should be 
compensated by the person for whom he performs that service. 

The Cuarrman. Your objection to section (e) is that he might be 
compensated or that there might arise compensation to forwar ders for 
things that are not necessary in the scheme of our shipping activities, 
and that therefore that should not be put in here by law. 

Mr. James. I do not want to be misunderstood. 

I did not say these services are not necessary. They may be neces- 
sary. The shipper is required to bring his goods to shipside so we can 
do our service, which is transporting, and the services rendered by 
the forwarder as characterized in paragraph (e) are the services to 
get that cargo to shipside and they are necessary, there is no question 
about it, but they are not services performed for ‘the carriers. 

The Cratrman. Who are they performed for—the shipper? 
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Mr. James. The shipper; because if the freight forwarder did not 
do it the shipper would do it and many shippers do. 

The CuatrmMan. You contend the shipper should not be in a posi- 
tion where has to pay for those services ? 

Mr. James. He should be in that position if he hires an outsider to 
do this for him. 

. The Cuarrman. But the transportation end of it should not pay 
or it ? 

Mr. James. Absolutely not; and it has been illegal in this country 
to do so for many years and, as I say, you cannot do it in interstate 
commerce. 

The CuatrMan. Under the decisions you have quoted here. 

Mr. James. That is correct. 

The Cuatrman. Of course, there is a little difference between the 
ICC Act and the way we operate the maritime? 

Mr. James. Our act, section 16, under which it has been held that 
this is illegal, was patterned after the section in the ICC Act under 
which it has so been held for many years. 

The Cuarrman. Who do you represent, Mr. James? Are you here 
ene yourself or a group? 

r. JAMES. Oh, no; I am representing some of the conferences on 
the Pacific coast. 

The Cuatrman. I wanted to get that for the record. 

Mr. James. Which are listed in my written statement. 

The Cuatrman. Put in the record the conferences you represent. 

Mr. James. That is set forth in the statement which I have filed. 

The Cuarrman. Oh, yes, I see; Pacific coast conferences, All right, 
Mr. Wheat, do you want to say anything further? 

Mr. James. Mr. Burley is with me, Mr. Chairman, and he has a 
few remarks to make, if he may. 

The Cuarrman. All right, Mr. Burley, go ahead. 


STATEMENT OF RAMOND F. BURLEY, CHAIRMAN, LATIN AMERICAN 
FREIGHT CONFERENCES, PACIFIC COAST RIVER PLATE BRAZIL 
CONFERENCE 


Mr. Burtey. I am R. F. Burley. 

I am the chairman of the 11 Latin American steamship confer- 
ences operating between the Pacific coast and Latin America, 

I represent here the six conferences in that group that handle export 
trade from the Pacific coast to Latin America. There are 25 different 
steamship lines in the composite group and the membership of those 6 
conferences, and I submit for the record the names of those 25 carriers. 

The Cuatrman. All right. 
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(The information referred to is as follows:) 


Number 43 


STATEMENT OF ACTIVE OR INACTIVE STATUS OF MEMBER LINES 
OF THE LATIN AMERICAN FREIGHT CONFERENCES INDICATED 
AS OF MAY 20, 1958 


PC/Cart. | - | P/West | West Co. 
Sea Ports PC/Mex. Co. 8. A. | & A. / 
Conf. | Fr.Conf. | fr. . >Conf. 
$4294 97570 #4630 #6270 


Blue Star Line 

Canadian Transport Co. Ltd. 
Caribbean Line 

Chilean North Pacific Line 
Daido Line 


French Line 

Fruit Express Line 
Furness Line 

Grace Line 


Grancolombiana Line 





o) Lland-America Line 
talian Line 

ohnson Line 

"ER" Line 
Latin America Line 
itsul Line 
joore~McCormack Lines 
ippon Yusen Kaisha 


ed. Olsen Line 





Royal Mail Lines 
Seaboard Shipping Co., Ltd. 


States Marine Lines 








stfal-Larsen Co. Line 


Total - Active 115 
Inactive 1 


























GRAND TOTAL , 116 


® Change 

(1) Resigned effective May 20, 1958. 

(2) Resigned effective May 30, 1968, R. F. Burley, Chairman 

(3) Resigned effective October 1, 1958, Sen Frencisco, Californie 
May 22, 1958 


Mr. Buruey. I have been in the steamship business for the past 40 
years. I have been in the traffic phase of the business. I was the 
freight-traflic manager of McCormack Steamship Co. and the steam- 
ship division of Pope & Talbott until 1948, and at that time I became 
chairman of the Latin American steamship conferences. 

Never, during the time that I was employed by the steamship in- 
dustry—that is, by McCormack Steamship Co. and Pope & Talbott— 
were we required to pay a fee for freight-forwarding services, The 
freight forwarders’ work was done on behalf of the exporter or 
shipper. 

When I became chairman of the Latin American steamship confer- 
ences, we had a rule in our tariffs that prohibited the payment of com- 
pensation for freight-forwarding services. We resisted the elimina- 
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tion of that rule from our tariffs to the ultimate, but finally on 
October: 1, 1954, thanks to the decision of the Maritime Board, or 
Maritime Commission in Docket 657, we had to remove the prohibition 
from the tariffs and the lines then commenced paying compensation. 

When there is a permissive clause, competition changes permissive 
to mandatory. 

On page 53 of the report of the Bonner committee, following the 
hearings of 1955 and 1956, Report No. 2939, Union Calendar No. 
1200, the top paragraph says this: 

Why are they paid? Primarily the payment or nonpayment of brokerage 
commissions is determined by competitive influences. 

This condition has resulted from the fact that forwarders as agents of export 
shippers are believed to control the routing of a sizable amount of cargo. Under 
these circumstances it is clear that individual carriers have never had, nor do 
they presently have, individual managerial discretion. 

Now this term “may compensate” fits right into that category. 

The Cuarrman. Mr. Burley, let me ask this question: I think you 
will agree that foreign freight forwarders are a necessary element in 
the alates. 

Mr. Burtey. They are; they are very fine people. 

The Cuarrman,. Now if a foreign freight forwarder solicited or 
secured cargo for the shipping or he booked or otherwise arranged 
space for such cargo, should he be paid a reasonable fee ? 

Mr. Burry. No, sir; he should not. 

The Cuatrman. He should not; all right. 

Mr. Burtey. In the first place, he is not in a position to secure cargo 
for the vessel. 

The Cuatrman,. I say if he did should he be paid a fee? 

Mr. Burtey. No; I do not believe a forwarder is entitled to a fee 
for that. A broker; yes. 

The Cuatrman. No. 2, if he coordinates the movement of cargo to 
shipside, should he be paid a fee? 

Mr. Burtey. He should be paid by the shipper, not by the carrier. 

The Cuairman. If he prepares and processes the ocean bill of lading, 
should he be paid a fee 

Mr. Burtey. Not by the carrier, but by the shipper. 

The CuairMan. By the shipper, you say. 

If he prepares and processes dock receipts for delivery orders should 
he be paid a fee? 

Mr. Burtey. Again, that isa shipper’s function, or the carrier’s own 
function. 

The Cuairman. If he processes consular documents, should he be 
paid a fee? 

Mr. Burury. As Mr. James said, that is strictly a shipper’s function. 

The CuarrMan. If he relieves the carrier of bookkeeping, billing 
expense by advancing or arranging the payment of ram, accessory 
charges, if any, on all prepaid shipments handled by such forwarders, 
on a particular vessel, onl he be paid a fee ? 


Mr. Burtey. He should be paid by the shipper because he is doing 
it as the agent of the shipper. 

The Cuairman. In other words, your contention is all of these serv- 
ices that are essential or that are often done and have been done by 
the foreign freight forwarders should be paid by the shipper and not 
the person that runs the shipping lines? 
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Mr. Buruzy. Yes, sir. 

Mr. James. The person that hires him to do this, Mr. Chairman. 

The Cuarrman. If the shipping company hired him to do this, 
should he be paid a fee? 

Mr. James. That is another thing. 

If the shipping company hired anyone I think they should pay 
him a fee. It is significant that you do not have any other industries 
coming in here to pass laws that would pay him. 

The Cuarrman. What is the objection to leaving it up to the ship- 
ping company or the shipper who should pay this? 

r. Burtry. The competition between steamship lines just means 
that everybody then would pay brokerage and they would pay for 
unknown amounts. 

We have seen it where brokerage from one and a quarter percent 
has gone up as high as 5 percent in situations and there are instances 
in excess of that. 

The Cuarrman. Why do the shippers pay it ? 

Mr. Burugy. The carriers pay it. 

The Cuarrman. The carriers, I mean. 

Mr. James. A freight forwarder is designated and appointed by 
the carrier to do the work for him. It is just as though the shipper 
himself asked for compensation from the carrier. He would get it 
if there were a law passed which said it is permitted for the carrier 
to pay it to him. 

The Cuarrman. You mean the practices would be such ? 

Mr. James. Certainly. 

Is any carrier in a position to say to a good shipper 

The Cuatrman. Don’t ask me a question. I am asking you ques- 
tions. 

Mr. James. I beg your pardon, Mr. Chairman. I will state it this 
way. 

No carrier competing for cargo is in a position to refuse to rebate 
a shipper if it is permitted to do so. This law would make it so. 

The Cuarrman. What you are saying is that, in effect, if this sec- 
tion (e) were made a law, then the carrier would be under trade prac- 
tices forced into the position where he would make these payments 
for these services. They would be legitimate services rendered but 
the carrier would pay them and the shipper would not. 

Mr. James. That is correct. 

Mr. Burtey. Correct, sir. 

In other words, the carriers would continue to subsidize the for- 
warding profession. Now the forwarders have told you here 

The Cuarrman. And the benefit would inure to the shipper. 

Mr. Burtey. To the shipper, correct; to the shipper who used the 
forwarder, not to the shipper who did not use the forwarder. 

The shipper that does not use the forwarder is discriminated against. 

The CuarrMan. But you do not have to use a forwarder. 

Mr. James. No compulsion on the shipper. He should have the 
right not to. 

The CuarrmMan. You would not have to under this bill. 

Mr. James. He would be compelled to do so, because we would be, 
in effect, subsidizing his competitor. 

The Cuatrman. I didn’t ask you that. 

I said, Do you have to? 
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Mr. James. We are not legally required to, but economically you 
would be compelled to; yes. 

Mr. Burtey. Mr. Chairman, the forwarding industry have said that 
if this compensation was not paid by the carriers they would go out 
of business. It is my belief that they would not go out of business if 
they charged and collected a proper compensation from the shipper 
for the services they render the shipper, but they have become so 
accustomed to dividing their fee between what they get from the 
carrier and what they get from the shipper to reach a proper total 
to maintain their organizations that they are aghast at the problem, 
and it is a big one of adjusting themselves organizationwise to get a 
proper compensation for the services they render the exporter. 

he CuarrmMan. Your whole point is they perform a valuable serv- 
ice, but the shipper should pay it and not the carriers ? 

Mr. Buruey. Exactly. 

The Cuarrman. That is the whole point. 

Mr. James. We will pay anybody for anything we hire them to do, 
and I think we pay our bills and other industries 

The CHarrman. And you would use freight forwarders in many 
cases, would you not, whether this bill was passed or not ? 

Mr. James. Pay freight forwarders ? 

The Cuarrman. Yes. 

Mr. James. For the same competitive reasons that it is being done 
today, but as long as it is illegal there is at least some control over it. 

Rebating goes on in every industry, I suppose, and it goes on in ours 
flagrantly, but at least it is illegal as it is in other forms of commerce. 
But if you make it legal to rebate—— 

The CHatrman. What would the shippers say about your conten- 
tion ? 

Mr. James. The shippers who employ freight forwarders would 
undoubtedly think it is a fine thing for us to go ahead and subsidize 
the cost of their forwarders. 

The shippers who do not employ freight forwarders obviously do 
not like to have their competitors subsidize. 

The Cuatrman. So they would be divided on this section (e) ? 

Mr. James. Thank you very much. 





STATEMENT OF GILBERT WHEAT, LAWYER, SAN FRANCISCO 


Mr. Wueat. Mr. Chairman, I am Gilbert Wheat. I came to Wash- 
ington to be one of the voices for this vociferous minority as our able 
opponents have characterized this. 

However, I have a pleasant surprise for this busy committee. This 
lawyer is going to yield in favor of the chairman of his client. I 
represent the Pacific Westbound Conference which consists of 18 mem- 
ber lines and some 14 associate member lines, and which in conjunction 
with the conferences represented by Mr. James, I think can be fairly 
said to represent all of the berth lines shipping that originates on the 
Pacific coast or comes to the Pacific coast. 

The CrarrmMan. The chairman is quite familiar with that organiza- 
tion. 

Mr. Wear. Yes; 1am sure you are. 

Now one minor point or one point which seems to have been passed 
over quite rapidly, I think, may clarify a lot of our position. 
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Chairman Morse of Maritime used the phrase that I want to bring to 
your attention. He did not emphasize it. I hope to. He referred to 
what is called incidental benefits. By incidental benefits I am sure he 
meant—and if he doesn’t, I do mean—that whenever 2 people are in 
a business transaction, if 1 of them is efficient, the other benefits. 
That is exactly what is happening when a shipper of one of our lines is 
represented by a good, efficient freight forwarder. 

His work is done well, and when the shipper’s work is done well, the 
carrier benefits. 

Now we come to the false syllogism which the House bill contains. 
The House bill implies that anyone who receives a benefit from anyone 
ought to be glad and happy to pay for it. It just does not happen to 
be the truth. It does not follow as a matter of logic or commonsense 
when it is analyzed. 

If you walk into a shop and they know their business and the clerk 
knows where his goods are, and he pulls out the thing you are looking 
for, you have benefited. 

You have saved your time. Do you think that clerk is entitled to 
send you a bill for his services? No. He gets his wages from his 
employer. That is exactly what is happening here. The reason it is 
happening here is we are dealing with two distinct and separate types 
of service. One is known as freight brokerage. If a steamship com- 
pany wants to hire a solicitor to go out and ring doorbells and get 
people to ship over their line, they pay for it. If they want to hire an 
independent solicitor to go out and get them freight and he does, they 
pay for it. 

That is securing cargo, subdivision 1 of the 6 items confusing in this 
subsection (e). 

However, all of the other items which should truly be called freight 
forwarding and which should not be confused with cargo brokerage 
are services to make a shipper’s organization work. 

Many a large shipper with a good export department has no occasion 
to call on a freight forwarder. Just because they are large, doesn’t 
mean they won’t use freight forwarders. If they see fit to build an 
organization which sees a reason to use freight forwarders, they will 
and they should, and there is a perfectly legitimate industry -—— 

The Carman. And if they decided to use freight forwarders, it 
would be desirable to have a reliable one such as the licensing feature 
of this provides? 

Mr. Wueart. No question about it. 

The CuatrmMan. Would that be correct ? 

Mr. Wuear. And again we are in accord with what Mr. Morse 
said. We are not here opposing the licensing provisions. 

The Cuarrman. Because there are some fly-by-nights in this 
business. 

Mr. Wueat. Certainly there are, and there will be more if all the 
shipper has to do is say, “Send a bill to the carrier, and he will pay it.” 

The Cruarrman. I think the proponents of the bill who are here 
were trying particularly in the licensing feature to see that the people 
who were in the business, regardless of how they were in it, were 
going to be reliable. 

Mr. Wueat. As a member in good standing of a guild mysel*, 
namely, the State bar of California, we are always interested in seeing 
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that the groups with which we are associated are reliable and to some 
extent limited. 

But, nevertheless, I am not trying to imply that freight forwarders 
do not perform a service, and a valuable service, and I am not trying 
to imply that there isn’t an incidental benefit to steamship lines when 
that is done. But I not only imply but positively wish to point out 
that just because we gain an incidental benefit from a man should 
not give him the right to send us a bill, and historically, as Mr. James 
has pointed out, the sending of such a bill is illegal, if you will limit 
yourself to freight forwarding and not confuse it with cargo 
brokerage. 

Now I said I would not usurp the function of my client, the chair- 
man of our conference, Mr. Gallaway, and I would lke to defer to him. 

The Cuarman. Allright, Mr. Gallaway. 


STATEMENT OF WILLIAM GALLAWAY, CHAIRMAN, PACIFIC WEST- 
BOUND CONFERENCE 


Mr. Gautiaway. I thank Mr. Wheat for making it easy for me, Mr. 
Chairman. We have a short memorandum of the points which we 
would like to raise. It is a short memorandum and with your per- 
mission, I would like to read it. 

The Cuarrman. All right. 

Mr. Gatiaway. 1. The licensing provisions of the bill are not 
opposed. 

2. Subsection (e) of the proposed bill should not be enacted because : 

(a) National transportation policy. The law now prohibits the 
payment of compensation for freight forwarding services by (1) rail- 
roads, (2) air carriers, (3) motor carriers, and (4) water carriers. 

To the extent subsection (e) would authorize any payments for 
freight forwarding services it runs counter to the long-established 
national policy on the subject. 

If the national policy is to be modified in the case of water carriers 
there will be no reason not to modify it in rail, air, and motor trans- 
portation. 

(6) Freight brokerage. The service of securing cargo for a water 

carrier is not a freight-forwarding service. 

It is performed for the water carrier. The law does not prohibit it. 
Thus, no enabling legislation is required to validate the payment of 
freight brokerage and subsection (e) (1) is superfluous. 

(c) The other services enumerated in subsection (e). These (sub- 
parts (2) through (6)) consist of a group of other services, each of 
which is an element of freight forwarding. 

All of these are functions of the shipper and are not functions of 
the carrier. They are the services which comprise freight forwarding. 
Thees are things which the shipper does for his own benefit and con- 
venience. 

Where the shipper wishes to be rid of these details he hires a freight 
forwarder to perform these acts. It is none of the carrier’s business 
whether the shipper does these acts through its own employees or by 
hiring a forwarder. The carrier has neither control of nor responsi- 
pid for this decision of the shipper. 

(d) Benefit to carrier from freight forwarder services. If a shipper 
maid ins an eflicient export department which tends to its business 
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and expedites the shipments, a benefit to the carrier results. It is al- 
ways of benefit to a party to any business transaction if the other 
party performs in an efficient manner. 

Similarly, it is beneficial to a carrier if a shipper hires an efficient 
freight forwarder in cases where the shipper’s own export depart- 
ment is not able to service the shipment. 

This is not the type of benefit for which a charge can be assessed. 
It is purely an incidental benefit enjoyed by a carrier when a shipper 
is efficient. 

Similarly, alert navigation of the ship and efficient custody of the 
cargo are benefits conferred on a shipper by a good carrier. 

But these are not the bases of added charges against the shipper 
by the carrier. And if a carrier hires a pilot to supply safe naviga- 
tion, the pilot’s fee cannot be assessed to the shipper even though the 
shipper benefits. 

é) Valuation of incidental benefits. The proposed subsection (e) 
not only authorizes payment for incidental benefits as described above, 
but requires the parties to appraise and evaluate these incidentals. 

It is impossible to determine the reasonable value of such inci- 
dentals. In practice the fee would be fixed by the highest rate the 
forwarders could get from any one carrier. Competition would coerce 
the other carriers to meet that rate. 

The Cuatrman. Let me ask you right there why would a carrier 
member of your conference agree to a fixed high fee? Why wouldn’t 
he say “No”? 

Mr. GatLaway. The operation of the compulsion of competition, 
Mr. Chairman, is the only teason and explanation. 

The Cuarrman. All right, your position is the same as the others. 

Mr. Gattaway. There is no provision for that, sir. 

(f) Controversies and litigation. The proposed subsection (e) not 
only authorizes payment for these incidental benefits but purports to 
prohibit overpayments. Thus, each time compensation would aid, 
the carrier would risk controversies with other shippers or with its 
competitors who will claim undue discrimination if they consider the 
payment too large. 

On the other hand the forwarders can be depended upon to insist 
that the compensation is too small. No possible reasonable standards 

can be applied to such vague “benefits.” Confusion, litigation, and 
waste will result. 

The Cuartrman. That would keep Mr. Wheat and other lawyers 
busy ; wouldn’t it ? 

r. Gattaway. We are also trying to keep down legal fees, Mr. 
Chairman. 

(g) Scope of the bill. As stated in the House report, the purpose 
of the bill is to provide for the licensing of freight forwarders. The 
regulatory responsibility is properly allotted to the Federal Maritime 
Board. But subsection (e) is not concerned with licensing. It seeks 
to regulate and it does this while the report admits that further study 
and investigation is needed. 

Absent such investigation it is premature to countermand the long- 
established transportation policy against this type of payment by a 
carrier. 

Mr. Chairman, I would respectfully submit that it is difficult to 
relate bill H. R. 8382 in its present form with the report of the House 
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committee in July 1956, or for that matter, with the report in July of 
this year. 

I want to make this statement for the record. 

I am appearing here as chairman of the Pacific West Bound Confer- 
ence, duly authorized under the rules of our conference. 

The Cuatrman. What happens when a shipper offers cargo without 
a forwarder and requires the carrier to perform the duties incidental 
to delivery ¢ 

Mr. James. May I answer that question, Mr. Chairman, since I 
know of these circumstances ? 

The Cuairman. Yes. 

Mr. JAmes. Sometimes a shipper who does not employ a forwarder 
needs the assistance of the carrier or someone else to find out what has 
happened to his cargo en route to the dock. 

That is the coordination business, or perhaps to prepare an export 
declaration for him. 

All of these things are very simple routine matters, a telephone call 
or fill out a form. None of these services are difficult or complicated. 
The carriers are generally very happy to accommodate their customers 
by doing that. 

The Cuatrman. Incidentally, we just passed the short form bill, 
too. 
Mr. James. So it will be even simpler to fill out the bills of lading. 

The Cuarrman. Yes. 

Mr. James. And I might also say that it frequently happens that 
shippers who do employ freight forwarders who are supposed to clo 
those functions, freight forwarders will telephone the carriers and ask 
the carriers to perform those functions for them. 

The Cuarrman. Would it be a correct statement to say that most of 
the shippers who employ freight forwarders would not be the larger 
companies that would have their own export department but smaller 
companies? And maybe a large amount is in less-than-carload lots 
or smaller lots ? 

Doesn’t the forwarder put that together once in a while from the 
smaller companies ? 

Mr. James. It is a fact that a freight forwarder by nature is more 
necessary to a small shipper than a large one. 

The CuatrMan. That is what I meant. 

Is that a fair statement ? 

Mr. James. That is a fair statement, but I would like to add this: 
That actually because of practices of compensating forwarders by car- 
riers, many large shippers have employed forwarders because the for- 
warders generally do not charge them a cent for performing the work. 
It relieves them of the expense of maintaining their own traffic de- 
partment. 

One of our principal shippers on the Pacific coast, one of the very 
largest shippers on our coast, is considering employing a forwarder 
and firing his traffic department, if this bill goes through. 

The Cuarrman. Is there any legal distinction between freight for- 
warding and soliciting ? 

Mr. James, Oh, yes. 

The CHarrman. There is? 
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Mr. James. Soliciting is a service of going to a shipper or an ex- 
porter, someone who has cargo to be transported, and seeking to have 
his cargo shipped on your vessels. 

The Cuamman. Would it be true a freight forwarder could be a 
solicitor, but a solicitor would not necessarily be a freight forwarder ? 

Mr. James. That is certainly correct. It is possible for a freight 
forwarder to solicit, but it is not done, for this reason: That once a 
freight forwarder is employed by a shipper to do those services for 
that shipper, it then becomes impossible for him to solicit that cargo 
because his fiduciary duty to the shipper is to ship it. 

The Cuarrman. All right, thank you, gentlemen. 

Is Mr. Sullivan here? 


Mr. Suuuivan. I have filed my statement for the record. 
(The statement is as follows:) 


STATEMENT OF J. MONROE SULLIVAN, VICE PRESIDENT, PACIFIC AMERICAN 
STEAMSHIP ASSOCIATION 


Re H. R. 8382, to amend the Shipping Act, 1916, to provide for licensing inde- 
pendent foreign freight forwarders, and for other purposes 


My name is J. Monroe Sullivan, vice president, Pacific American Steamship As- 
sociation, a nonprofit organization comprised of the major American-flag steam- 
ship operators on the Pacific coast serving domestic and foreign commerce. I 
appear before your committee to present testimony on H. R. 8382, legislation 
to amend the Shipping Act, 1916, to provide for the licensing of independent 
foreign freight forwarders and for other purposes. 

The Pacific American Steamship Association has no objection to sections (a) 
through (d) of H. R. 8382, which make provision for the licensing of freight 
forwarders. However, we strenuously object to the inclusion of section (e), be- 
cause it goes far beyond the mere licensing of foreign freight forwarders. 

This is the first opportunity we have had to comment on the language in section 
(e) because it was not contained in the original bill. This amendment was in- 
serted by the iiouse committee in executive session. 

For these reasons we welcome the opportunity to present our views. 

The introductory paragraph to section (e) reads as follows: 

“(e) A common carrier by water may compensate an independent foreign 
freight forwarder licensed hereunder for the extent of the value rendered to such 
earrier in connection with any shipment and such forwarder may receive such 
compensation from such carrier when such forwarder has performed one or more 
of the following services.” 

This language is vague and impossible of clear interpretation. Its adoption 
will only create ill will and misunderstandings by the carriers and forwarders 
and would undoubtedly result in numerous lawsuits. Section (e) attempts to 
legislatively authorize cost burdens to ship lines which are new and radical and 
which would require carriers to accept new responsibilities which they do not 
now have. 

Item (1) of section (e). Providing for “The solicitation of securing of the 
cargo for the ship or the booking of, or otherwise arranging for space for, such 
cargo,” would give legislative sanction to forwarders to insist on payment for 
the simple act of telephone solicitation to a large shipper, even though the ulti- 
mate booking by that shipper was made directly by him to the steamship line. 
The steamship line itself may have solicited the shipper, but the fact that the 
forwarder also did so apparently makes him eligible for payment of a fee for 
services. 

Item (2). Providing for “The coordination of the movement of the cargo to 
shipside,” is a shipper responsibility and not a shipowner responsibility. Ship 
rates cover from ship’s hook until discharged from hook at other side. To legisla- 
tively sanction payment of fee to a forwarder, for example, for arranging land 
transportation for and on behalf of the shipper from some remote interior city 
to a seaport is unjust, unfair, and unprecedented, and completely contrary to 
established trading practice. 

Item (3). “The preparation and processing of the ocean bill of lading,” is 
almost always done by the shipper. If the forwarder does prepare the bill of 
lading, he does it as a service to the shipper and not to the carrier. 
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Item (4). “The preparation and processing of dock receipts or delivery 
orders,” is one which steamship lines now do for nearly every client. There is 
no disposition to turn it over to the forwarders—certainly not on a fee basis. 

Item (5). “The processing of consular documents,” is strictly and absolutely 
the responsibility of the shipper. Any forwarder who does this work does it 
for the shipper and has no right to expect payment from the carrier. 

Item (6). “Relieving the carrier of bookkeeping and billing expense by ad- 
vancing or arranging payment of freight and accessorial charges, if any, on all 
prepaid shipments handled by such forwarder on a particular vessel,” is again 
a shipper not a carrier service. If the forwarder advances funds for and on be- 
half of a shipper, in order for him to receive from the carrier a negotiable bill 


of lading, he is not doing this for the carrier; he is doing it for the shipper, 
and the shipper only. 


We thank the committee for permitting us to present our views on this bill and 
strongly urge that section (e) be deleted therefrom for the reasons herein 


mentioned. 
The CuarrMan. Mr. Carpenter and Mr. Sinclair. 


Will you both come forward? Mr. Carpenter, do you have a pre- 
pared statement ? 


STATEMENT OF JOHN T. CARPENTER, EXECUTIVE VICE PRESIDENT, 
STATES MARINE CORP. 


Mr. Carrenter. I’m sorry, I do not have a prepared statement, be- 
cause I only learned about this yesterday afternoon and just came 
down. 

The CuHatrman. The committee appreciates your position. This 
hearing was called very hurriedly and a lot of you people did not have 
a chance to prepare a full statement. 

Mr. Carrenter. My name is John Tilney Carpenter. 

I am a vice president of States Marine Corp. and States Marine 
Corporation of Delaware. 

We are berth operators of cargo ships and with our wholly owned 
subsidiary, Isthmian Line, we own and operate in our own right 39 
American-flag ships. 

We customarily operate under time charter between 30 and 35 Amer- 
ican-flag ships to augment our fleet. We serve 37 countries in the 
world. We belong to I think 37 conferences. 

The gentlemen that spoke here a few minutes ago—we belong to the 
Pacific West Bound Conference, we belong to the Pacific European 
Conference. I regret very much to say that we are an embattled minor- 
ity in those conferences. 

We believe in this bill, particularly in section (e). We want to 
encourage the industry of freight forwarders. We believe they per- 
form a valuable service to us as fairly substantial carriers. I think it 
has been said not long ago that we are probably the largest berth 
operator, which means that we have most general cargoes on lines 
employing forwarders as well as dealing directly with traffic. We be- 
lieve in using our managerial discretion to pay brokerage. Brokerage 
has been set for liners at one and a quarter percent among conferences 
as sort of a ceiling. 

The nonconference lines can pay anything they want. The only 
prohibition that has come in here 1s by conferences, and I hope that 
there will be an investigation of that. Now we belong—here in the 
gulf—excuse my emphasis, sir—in the gulf we belong to conferences 
running to the United Kingdom and to Europe, and the Mediter- 
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ranean, from the Atlantic we belong to the Far East Conference that 
goes off to the Far East. We belong to a great many conferences. 

Every one of those conferences that we belong to permits their mem- 
bers to pay so-called brokerage to freight forwarders, foreign freight 
fory seeders The only ones that we belong to are these two trouble- 
makers on the west coast. Now they make trouble for us in this way: 
We serve three coasts. We are the only American line that serves all 
three coasts of this country. Here in the East and in the gulf we can 
do what we want in the way of paying brokerage under conference 
rules within the limits. On the Pacific coast we are prohibited. Now 
I say that that is an improper attempt by conferences to dominate the 
managerial discretion of the lines. 

This bill enumerates for the first time services that are rendered for 
the benefit of the carrier. We are glad to pay it. We believe in it, 
and this matter of coordinating cargo, if we did not have the foreign- 
freight forwarders, and I mean good ones, working with us we would 
not get the cargo to shipside. 

A paper booking is no good to us. We have a ship on the berth. 
She may be in 3 days. We have got to have the cargo there on time, 
not too early and not too late. 

The expediters—we have expediters ourselves but a good forwarder 
can get the cargo. Ido not give a hoot about a paper booking. That 
isno good. Asa matter of fact, it is a definite harm because then we 
have reserved space and the cargo is not there and the ship goes on. 

That is what these people do for us. I asked the head of our bill 
of lading department the other day, “Do you ever prepare a bill of 
lading for the shipper?” 

He said, “Never.” Maybe they do on the west coast, I do not know. 
It is done by the forwarder. He renders services to us, for us. Of 
course, it is for our benefit. It is for the shipper’s benefit, too. And 
when Mr. James says that it is illegal, I beg to say that as a lawyer, 
a maritime lawyer with 40 years experience, it is not illegal, Mr. 
James to the contrary, notwithstanding. 

In other words, every conference and every line here in the East 
would be doing an illegal thing. I support the bill, sir. 

The Cuarrman. Thank you, Mr. Carpenter. 

In the conferences on the coast, do you know the ratio of foreign- 
owned carriers to American-owned carriers ? 

Mr. Carrenter. We are the only American line in the Pacific Euro- 
pean. There are 22 foreign lines. 

The Cuarrman. Of the two conferences, what is the ratio of Ameri- 
can-owned carriers to foreign-owned carriers ? 

Mr. Gatiaway. In the Pacific West Bound Conference, there are 
7 American and 11 foreign lines. The second point with due defer- 
ence to Mr. Carpenter, the Pacific West Bound Conference does not 
prohibit payment of brokerage. 

The CuarrMan. I was asking what is the ratio in that ? 

Mr. Gatiaway. In our conference, it is about 40 percent Amer- 
ican carriers. I think that is probably one of the highest of any 
conference. 

The CuarrmMan. Forty percent American ? 

Mr. Gattaway. American carriers. 

The Cuarrman. And the rest is foreign ? 
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Mr. Gatiaway. Seven out of nineteen, that is right, sir. 

The Cuarrman. What I am trying to get at, the foreign carriers 
in this case are the majority of these two conferences, is that correct? 

Mr. Gatiaway. In my conference they are not, in that all of our 
decisions are by two-thirds vote—— 

The Cramman. I say that the membership is in the majority 
foreign. 

Mr. Gattaway. That is correct, sir. 

Mr. Carpenter. We are the only American in the Pacific coast- 
European with 21 or 22 foreign. 

I do not say there is any flag discrimination, but I just do not want 
my business to be run by my competitors or their chairmen. 

The Cuatrman. I do not blame you for that. But the chairman is 
quite familiar with the opposition to this bill of the foreign operators. 

Mr. Carpenter. I cannot understand it because the same foreign 
operators are members of the conferences here as they are on the west 
coast and they take different positions. 

The Cuatrman. I do not pass on the merits of their opposition but 
it is a fact that they are in opposition. 

Mr. Carrenter. I cannot carry water on both shoulders as some 
of these other people do, and I do not know how they do it. 

The Cuatrman. Thank you, Mr. Carpenter. 

We have Mr. Sinclair here. We will be glad to hear from you. Do 
you have a statement ? 


STATEMENT OF JOSEPH SINCLAIR, COMMERCE AND INDUSTRY 
ASSOCIATION, NEW YORK 


Mr. Srnciatr. No; I have not. I am director of the world trade 
and transportation department of the Commerce Indu :try Association 
of New York, which is the chamber of commerce for the New York 
area. 

With a membership which includes over 2,000 firms engaged in for- 
eign trade, we are, I believe, the largest group of foreign traders in 
the country. 

Senator Smathers had asked us the position of the shipper, the 
exporters on this bill, and I think the statement was made that they 
were in favor of licensing. 

I should say that they are in favor of licensing of independent for- 
eigen freight forwarders, but there is one aspect of this bill which has 
not been discussed here this morning and which I believe practically 
every exporter would be opposed to, and that is the subject of a letter 
which I wrote to you dated August 8, which I requested be put in the 
record. 

The Cuatrrman. Yes; we have that letter. 

Mr. Stncratr. As you recall, the gist of that is that under the word- 
ing of this bill; since all but a small fraction of export shipments are 
made on an f. o. b. or f. a. s. basis on which title passes in the United 
States, I believe it would be a proper legal interpretation, although I 
am not a lawyer, that shipments are actually being made in that case 
on behalf of the foreign buyer. And since this bill specifically pro- 
vides that no one can engage in foreign freight forwarding without 
being licensed, and since the definition of foreign freight forwarding 
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is defined in section (a) of the bill, it would appear that no manu- 
facturer or exporter could ship his normal business or carry through 
and dispatch normal sales overseas either without being licensed, 
which I do not think is intended under this bill, or without being 
compelled to use a foreign freight forwarder. 

The Cuamman. Yes. 

You mention that with two exceptions manufacturers and ex- 
porters would be unable to make their shipments to their own cus- 
tomers except through a licensed forwarder ? 

Mr. Stncuarr. That is correct, sir. 

Lwin Cuarrman. I do not think that was the intent of the bill, 
either. 

Mr. Srnciam. It may not be the intent, but it is in the bill very 
specifically, and on the ground of that provision in the bill, although 
our group has been in favor of the licensing of independent for- 
warders for various reasons, which have been discussed here this 
morning, we would feel forced to oppose the bill unless it was amended 
to clarify that particular point. 

The Cuarrman. We probably would not need to. If this was de- 
sirable to do—I do not now know—we would not need to amend 
the bill. 

We set forth the intention in the report which is followed by the 
Maritime Board. 

Mr. Srnciatr. You mean the intent in the report would be adequate 
to overcome the specific provisions in the bill itself? 

The CHarman. Now we will put your letter in the record in full. 

(The letter referred to follows :) 


Worwtp TrabE & TRANSPORTATION DEPARTMENT, 
COMMERCE AND INDUSTRY ASSOCIATION OF NEw York, INc., 
New York, N. Y., August 8, 1958. 


DeAaR SENATOR SMATHERS: Manufacturers and exporters in your State engaged 
in international trade will, I am sure, strongly endorse the opinions expressed 
in the attached letter to Senator Magnuson. 

Sincerely, 
JosePH A. SIncLatr, Director. 


COMMERCE AND INDUSTRY ASSOCIATION OF NEW York, INC., 
New York, N. Y., August 8, 1958. 
Subject : H. R. 8382. 
Mr. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 
(Attention of Mr. Edward Jarrett, chief clerk. ) 

GENTLEMEN: The 3,500 firms which constitute the membership of our associa- 
tion include about 2,000 directly engaged in international trade as manufacturers, 
exporters, and carriers, as well as some 300 foreign freight forwarders. We 
have, therefore, followed closely legislation to provide for licensing of inde- 
pendent foreign freight forwarders and other measures designed to strengthen 
the forwarding industry. 

We cannot stress too strongly the importance of needed modifications in H. R. 
8382, which I understand your committee is to consider on August 11. We are 
convinced that enforcement of the bill in its present form would seriously disrupt 
the pattern of our international trade and the relationships between American 
sellers and their overseas buyers. 

H. R. 8382 provides that no one shall engage in business as a foreign freight 
forwarder unless they have a license from the FMB and, in the opening section, 
defines a “forwarder” as “anyone dispatching shipments for or on behalf of any 
person other than themselves.” 

Literally, this would mean that, with a few exceptions, manufacturers and 
exporters would be unable to make shipment to their own customers except 
through a licensed forwarder. 
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Probably 90 percent or more of United States export sales are made on an 
f. o. b. or f. a. s. basis. In such cases, technically, title to the merchandise has 
transferred to the foreign buyer prior to exportation and it is questionable that 
such shipments can be considered as made by the seller for his own account or 
on his own behalf. Therefore, under the present wording of the bill, the manu- 
facturer or exporter could not arrange the details of exportation regardless of 
competitive conditions or his obligations to the buyer. The bill would appear 
to make it obligatory for the seller to engage the services of a licensed for- 
warder even when the seller has his own export traffic department and no 
freight brokerage is paid on the shipment. 

Unless it is clearly the intent of Congress, which we doubt, to restrict the 
right of exporters to dispatch goods which they sell to overseas customers in 
the most efficient and competitive manner or to compel them to hire a forwarder 


when they do not consider it economical or advisable to do so, modification of the 
bill seems essential. 


We recommend, therefore, that section 44 (a) be modified— 


1. By inserting the word “independent” before “foreign freight forwarder” 
on line 24, page 8, and; 


2. By adding the following clause at the end of section 44 (a): “but 
nothing in this section shall be construed to limit or restrict the right of 
persons engaged primarily in the sale of merchandise who as an incident 
of arranging or completing such sale performs forwarding services with 
respect to such goods when no payment of freight brokerage is made by any 
carrier in connection with such shipment.” 


This important legislation is of immediate concern to the foreign freight for- 
warders but its primary objective is to protect the interests of shippers. We 
feel very strongly that, unless the bill is amended along the lines above sug- 
gested, it will prove detrimental to our international commerce. 

We shall be glad to supplement the above in any way, either by writing or in 
person, if you so desire. 

Sincerely, 
JosepH A. SINCLAIR, 
Director, World Trade and Transportation Department. 

The Cuatrman. Do you have anything else you want to add? 

Mr. Srnciarr. Mr. Ogden, who is a member of our committee, 
would like to testify. 

The Cuarrman. All right, Mr. Ogden. 


STATEMENT OF R. B. OGDEN, EXPORT TRAFFIC MANAGER, 
SOCONY MOBIL OIL CO. 


Mr. Ocpven. I am R. B. Ogden, export traffic manager of Socony 
Mobil Oil Co., and I was interested in the question that you and 
other members of your committee raised about the opinion of export 
shippers themselves with respect to this bill. I think that it might 
enlighten you and your committee to know that a large exporter does 
both his own job of preparing dispatching export shipments and 
also engages the foreign-trade forwarder. It depends entirely upon 
where he maintains offices and the ports to which the shipments go. 
Therefore, for example, in New York and Philadelphia, where we 
have our own staffs, we attend to our own work, but in Baltimore, 
Houston, Los Angeles, San Francisco, and so on, we customarily em- 
ploy freight forwarders and they do a very good job. We feel that 
we should compensate the foreign-freight forwarder entirely for the 
work he does for us. It is not necessary for him to receive compensa- 
tion from anybody else, so for that reason we are opposed to the sec- 
tion (e) of the bill and, in echoing Mr. Sinclair’s expression, we cer- 
tainly do not feel that we should be denied the privilege of exporting 
our own goods to our affiliates or to our customers. 

The Cuarrman. Thank you, Mr. Ogden. 
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Harry Barr of the Steamship Freight Brokers Association. Do you 
want to put something in the record, or do you want to make a short 
statement ? 


STATEMENT OF HARRY K. BARR, STEAMSHIP FREIGHT BROKERS 
ASSOCIATION 


Mr. Barr. This is the statement of the Steamship Freight Brokers 
Association of New York. 

My name is Harry K. Barr, a director of the Steamship Freight 
Brokers Association. Our association was organized in 1885 and 
consists of 40 members engaged in business in the port of New York 
as forwarders and brokers. 

We wholeheartedly support H. R. 8382 and urge its passage. 

The industry needs this bill to insure the best interests of the indus- 
try. We believe that to the same extent that the dual rate is essential 
to the stability of the American steamship industry H. R. 8382 is 
essential to insure the stability of the American forwarding industry. 

The Cuatrman. Thank you very much. We will put in the record 
the communication of the Gulf Associated Freight Conferences, and 
the telegram sent to Senator Smathers and we close the hearing on 
H. R. 8382. 

(The documents referred to are as follows :) 


Los ANGELES, CALIF., August 11, 1958. 
Hon. GeorRcE A. SMATHERS, 
Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C.: 

Reference H. R. 8382. Representing more than 12,000 citrus fruit growers, 
we strongly oppose provisions of paragraph (e), actually requiring carriers to 
compensate shippers’ forwarding agents. We will compensate forwarders when 
we use them and believe other shippers should do the same. This bill could 
legalize indirect rebating by carriers to shippers who use forwarders, thus dis- 
criminating against shippers who elect to perform their own traffic work. More- 
over, compensation by carriers to forwarders, which we understand runs up 
to 5 percent of the freight, will certainly raise freight rates, making it more 
nearly impossible for us to compete in foreign markets against the low-cost 
foreign competition. We respectfully urge your vote against this bill or amend 


it to eliminate paragraph (e). 
SUNKIST GROWERS. 





GuLF ASSOCIATED FREIGHT CONFERENCES, 
New Orleans, La., August 11, 1958. 
Subject: Bill H. R. 474 (repeal of sec. 217, 19836 Merchant Marine Act, Bland 
Forwarding Act) passed by the House and sent to the Unilted States Senate 
for action on August 4, 1958. Bill H. R. 8382 (providing for the licensing of 
foreign freight forwarders) passed by the House and sent to the United States 
Senate for action on August 4, 1958. 


Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Senate Office Building, Washington, D. C. 

DeAR Mr. CHAIRMAN: On Thursday morning, May 1, 1958, as spokesman of a 
committee (composed of Messrs. Sterling Stoudenmire and W. Clark Kelly, of 
the Waterman Steamship Corp., Mr. Frank G. Strachan, of the Strachan Ship- 
ping Co., agents for a number of foreign lines, and myself, as vice president of 
Lykes Bros. Steamship Co., Inc.) of 3 from all of the 5 gulf conferences within 
the Gulf Associated Freight Conferences group, I (accompanied by Mr. H. A. 
Carlys, chairman of the Gulf Associated Freight Conferences) appeared before 
the Subcommittee on Foreign Freight Forwarders and Brokers of the Committee 
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on Merchant Marine and Fisheries of the House of Representatives, to testify 
on behalf of the Gulf Associated Freight Conferences in connection with bill 
H. R. 474 and bill H. R. 8382. 

I learned this afternoon (and it was later confirmed to the chairman of our 
conferences, Mr. H. A. Carlys, in a telephone conversation he had with Mr. Ed 
Jarrett, clerk of the Committee on Interstate and Foreign Commerce, U. 8S. 
Senate) that these bills have been docketed for a hearing before the Merchant 
Marine and Fisheries Subcommittee (of which you are also the chairman) of 
the Committee on Interstate and Foreign Commerce, United States Senate, at 
Washington on Wednesday morning, August 13, 1958. 

Previous commitments (which cannot be changed at this late date) preclude 
any possibility of my attending the hearing, as much as I would like to do so. 

I shall, therefore, greatly appreciate it if you will kindly accept, for the record 
of the hearing before your subcommittee on August 13, my statement on these 
bills (on behalf of the Gulf Associated Freight Conferences) (as per copy 
attached) as presented to the Subcommittee on Foreign Freight Forwarders and 
Brokers of the Committee on Merchant Marine and Fisheries of the House of 
Representatives (May 1, 1958). 

With kindest regards, I am 

Sincerely yours, 
A. C. COOKE, 
Chairman, Committee on Foreign Freight Brokerage and Forwarding. 


STATEMENT oF A. C. COCKE, ON BEHALF OF GULF ASSOCIATED FREIGHT CONFERENCES 


Mr. Chairman and members of the committee, I am appearing at this hear- 
ing as spokesman of a committee of 3 from the 5 gulf conferences. The com- 
mittee of these conferences is composed of Messrs. Sterling Stoudenmire and 
W. Clark Kelly, of the Waterman Steamship Corp., Mr. Frank Strachan, of 
the Strachan Shipping Co., agents for a number of foreign lines, and myself, 
vice president of Lykes Bros. Steamship Co., Inc. 

The five gulf conferences represented by the committee are the Gulf/United 
Kingdom Conference, Gulf/French Atlantic Hamburg Range Freight Confer- 
ence, Gulf & South Atlantic/Mediterranean Ports Conference, Gulf/Baltic- 
Scandinavian Ports Conference, and Guif/South & East African Conference. 

These conferences are on record as favoring the payment of freight brokerage, 
and its position with this respect is fully outlined in letter to the Federal 
Maritime Board, dated April 23, 1957, subject, Proposed Amended Rules—FMB 
General Order 72, Revised—Business Practices, Freight Forwarders/Freight 
Brokers, and is as follows: 

“It has been the position of these conferences that the overall activities of 
forwarders and brokers are of great value to the carriers not only in develop- 
ing business and securing cargo, but in cooperating to assure delivery at the 
right place and the right time with documents in order. We are aware that 
these latter activities are performed at least primarily for the shipper. Never- 
theless, in innumerable instances, the forwarder has cooperated to prevent 
loss and delays to the carriers. For all of the services rendered them, the 
earriers have paid a brokerage commission of 14% percent and have considered 
it good business to do so. It is, of course, true that the activities and services 
of brokers vary widely, shipment by shipment, and in some cases they have 
done little to earn the brokerage. This, however, is true of all forms of brokerage 
business. From the standpoint of the carriers, viewing the whole picture of 
the activities of brokers, but without breaking it down case by case, the broker- 
age paid is earned and is justly due the broker for the services rendered.” 

We have reviewed H. R. 474, H. R. 479, H. R. 480, H. R. 6808, and H. R. 
8382 (it being our understanding that H. R. 8382 is a substitute for H. R. 6808). 
We have no objection to H. R. 479, as it is our feeling freight forwarders 
should be licensed; however, we, also, feel that, in addition to the licensing 
of freight forwarders, freight brokers should also be licensed, and that the 
Federal Maritime Board should be the administrative agent for the licensing, 
control/or policing of, particularly, freight brokers. The steamship lines, as 
such, are not vitally interested in the freight-forwarding situation, except as 
it ties in with the freight brokers. We think that any legislation, in connection 
with the licensing of freight forwarders, should take in freight brokers, as, in 
the final analysis, the steamship lines do not pay brokerage to freight for- 
warders but do pay brokerage to freight brokers. Compensation for freight 
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forwarding is secured from the shippers and/or exporters, and not from the 
steamship lines, so any proposed legislation should certainly cover freight brokers 
as well as freight forwarders. 

The question has been asked, on many occasions, What is a broker? We believe 
a broker can be best described as one who, for a commission or fee, brings 
parties together and assists in negotiating contracts between them. That’s 
what a freight broker does, in our opinion, either directly or indirectly. 

In discussing the matter with our attorneys, it is really felt that, under the 
1916 Shipping Act, the Federal Maritime Board already has authority to license 
freight forwarders and/or freight brokers, and the Federal Maritime Board now 
has a registration system which, of course, simply goes to the extent of issuing 
registration numbers after the filing of a questionnaire. We believe the Mari- 
time Board should be very careful in the licensing of freight brokers, and 
should examine their qualifications, financial standing, etc., very, very carefully 
before granting a license. As an example, an alleged freight forwarder having 
only a phone service, without any office to speak of, as well as help, should not 
be licensed. H. R. 479 is, in our opinion, a good bill, insofar as licensing of 
rete forwarders is concerned, and certainly should be extended to freight 

rokers. 

In H. R. 480, we do not like the 60 percent brokerage, as we believe it would 
certainly be the means of causing a lot of freight brokers, as well as forwarders, 
to fold up. If a large company, or even a small one, desires to do its own 
forwarding, there is certainly some reason for it, outside of the brokerage 
situation. 

Reference H. R. 8382, we desire to make the following comments: 

1. This bill is offered as an amendment to the Shipping Act of 1916, by 
adding a new section 43. It provides in subsection F that other sections of 
the 1916 act applicable to freight forwarders shall continue to be applicable 
to forwarders licensed under the new section. The 1916 act has included 
forwarders in the “other persons” subject to the act, by virtue of which the 
Board obtained jurisdiction over forwarders. This jurisdiction continues as 
before except as amended by the proposed new section. 

2. There would appear to be no basic objection to the provisions of H. R. 
8382 which provide for licensing of freight forwarders and revocation of their 
licenses, but there is a basic objection to the attempt to regulate conferences 
by specific legislation. We refer to the provision E which limits the power of 
conferences to prohibit payments for services to less than 1% percent of the 
freight. Assuming that this provision is intended to limit brokerage, it is only 
one of many conference activities; brokerage payments constitute only part of 
a much broader picture of conference activities, and it is suggested that any 
specific limitation of this kind would more appropriately be within the juris- 
diction of the Maritime Board in view of the fact that there would be more 
flexibility. When attempts to regulate conference activities are made by statute, 
the provisions are rigid and are not subject to relaxation or modification or 
even to interpretation, except by the courts. Furthermore, once on the statute 
books, no changes could be promptly made in the event of drastically changed 
conditions warranting such. 

3. We have outlined above the position of these conferences with respect to 
the payment of brokerage. In our opinion H. R. 8382 would open the door for 
brokers to favor carriers who are more liberal in the payment of brokerage and 
encourage abuses and practices of the very type which the bill is designed to 
prevent. A provision leaving full discretion with conferences’ and/or the 
carriers is good, except that, certainly, the conferences should be the judge of 
what amount their members pay. Individual carriers should be considered 
the same as conferences—same regulations should apply. 

4. It is suggested that, in any statute or rule governing the payment of broker- 
age, emphasis should be put not on the matter of the payment to the broker, 
but on the prevention of rebates or the performance of free forwarding services 
for the shipper. 

5. As the bill is now written, it appears to regulate payments by carriers for 
freight forwarding service rather than the payment of brokerage. Note the 
definition of “independent foreign freight forwarder” in paragraph G-—1, which 
does not mention brokerage, but refers only to freight-forwarding services. It 
is entirely possible that the forwarder could or would also demand payment for 
brokerage services. The bill should, at least, make it plain that the payment 
is for brokerage services and any other incidental services of a freight forward- 
ing nature. 
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6. The bill in no way regulates brokerage payments to foreign freight for- 
warders. As long as the forwarder is not doing business in this country, the 
bill does not touch him. 

7. Previous investigations have brought to light practices of brokers and 
forwarders which are detrimental to the industry, and it is presumed that 
any law would seek to eliminate these practices. H. R. 8382 does nothing of the 
sort. It only strengthens the hands of unethical brokers and would tend, in our 
opinion, to perpetuate, rather than eliminate, undesirable practices. 

8. In summary, the provisions of the bill, aside from establishing provisions 
for licensing, are all in favor of the forwarder and, in practical effect, forces 
the carriers to pay them at least 1% percent of the freight, whether they want to 
or not; it appears to deal only with “forwarding” services and does not deal 
with brokerage, possibly opening the door for enforcing an additional demand 
for payment of brokerage. It corrects none of the evils shown to exist in the 
industry, and it does nothing to regulate or eliminate the payment of brokerage 
in foreign countries, 


GuULF SoutH AND EAst AFRICAN CONFERENCE 
H. A. Carlys, Chairman 


(American) Lykes Bros, Steamship Co., Inc. 
2 Neuher Lines, Java Pacific Line (foreign, inactive), 1 American line 


GULF SCANDIVANIAN AND BALTIC SEA Ports CONFERENCE 
H. A. Carlys, Chairman 


(American) Lykes Bros. Steamship Co., Inc. 
Seandinavian American Line (foreign) 
Wilhelmsen Line (foreign) 
Swedish American Line (foreign) 

3 Neuher lines, 1 American, and 3 foreign 


GULF UNITED KINgpoM CONFERENCE 


H. A. Carlys, Chairman 


(American) Lykes Bros. Steamship Co., Inc. 
(American) Waterman Steamship Corp. 
(American) Bloomfield Steamship Co. 
(American) States Maine Corp. 
(Foreign) Harrison Line 
(Foreign) Holland America Line 
(Foreign) Cunard Steamship Co. 
Member lines : 4 American lines, 3 foreign lines, total, 7. 


GULF-MEDITERRANEAN Ports CONFERENCE 
H. A. Carlys, Chairman 


American (Lykes Bros. Steamship Co., Inc.) 
American (States Maine Corp.) 

American (Isthmian Steamship Line) 
American (Levant Line) 

American (Central Gulf Steamship Co. ) 
American (Bloomfield Steamship Co.) (inactive) 
American (Prudential Steamship Corp.) (inactive) 
Foreign (Hansa Line) 

Foreign Creole Line 

Foreign Zim-Israel-American Line 

Foreign Hellenic Line 

Foreign Concordia Line 

Foreign Blue Funnel Java, New York Line 
Foreign Fernville Mediterranean Line 

Foreign French Line (inactive) 

Foreign Nervion Line 

Ellerman & Bucknall 








| 
| 
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Foreign Asstd. Lines (inactive) 
Leif Hoegh & Co., A. L. 
Foreign Khedivial Mail Line (inactive) 
Foreign Eckert Line (inactive) 
7 American lines, 18 foreign lines, total 20 lines, of which 6 are inactive 


GULF-FRENCH ATLANTIC HAMBURG RANGE FREIGHT CONFERENCE 
H. A. Carlys, Chairman 


Armement Deppe (foreign) 
French Line (foreign) 
Holland American Line (foreign) 
Lykes Bros. Steamship Co., Inc. (American) 
Waterman Steamship Co. (American) 
States Marine Corp. (American) 
Bloomfield Steamship Co. (American) 
Ozean Stinnes Line (foreign) 
Hamburg American Line (foreign) 
North German Lloyd (foreign) 
Wilhelmsen Line (foreign) 
Swedish American Line (foreign) 
Member lines : 4 American lines ; 8 foreign lines ; total, 12. 


The CHarrmaNn. I thank you all very much for coming. 

I am sorry we had to do this so hastily but it could not be helped. 

(Whereupon, at 1 p. m., the committee adjourned.) 

(Subsequently, the following communications were received, to be 
placed in the record :) 


NEw ORLEANS, La., August 16, 1958. 
Hon. WARREN G. MAGNUSON, 
Member, Committee on Interstate and Foreign Commerce, 
United States Senate Office Building, Washington, D. C.: 


We understand that H. R. 8382 providing for licensing independent freight 
forwarders and for other purposes is now being considered by your committee. 
Our conferences filed with your chairman, statement, A. C. Cocke, chairman, 
Special Committee on Brokerage and Forwarding, Gulf Associated Freight 
Conferences made before the House subcommittee of the Merchant Marine and 
Fisheries Committee on May 1, 1958. We were not appearing in opposition at 
that hearing to the so-called Boykin-Thompson forwarding bills and were gen- 
erally in favor of a bill licensing freight forwarders and/or freight brokers 
and so stated at that hearing. There were some objectionable features in these 
bills which have been to a great extent corrected in H. R. 8382 as passed by 
the House. We understand the impression has been given that conferences are 
against this bill. We wish to go on record as generally favoring H. R. 8382 and 
we sincerely believe it is in the best interest of the forwarding and steamship 
industries to enact same as the licensing features of this bill are exceptionally 
good as are other features, so we urge that the Senate pass this bill in its 
entirety at the present session of Congress if its possible to do so, and we 
reiterate we feel the passing of same is most advisable and in the best interest 
of all concerned. 

A. C. CocKr, 
Chairman, Special Committee. 
H. A. CARLYsS, 
Chairman, Gulf Associated Freight Conference. 
Comprising following gulf conferences: 
Gulf French Atlantic Hamburg Range Freight Conference. 
Gulf Mediterranean Ports Conference. 
Gulf Scandinavian and Baltic Sea Ports Conference. 
Gulf South and East African Conference. 
Gulf United Kingdom Conference. 
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WILMINGTON, DEL., August 13, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C. 


H. R. 8382, a bill to amend the Shipping Act of 1916, provides for licensing of 
foreign freight forwarders and for other purposes, and embraces manufacturers’ 
exporters, manufacturers’ agents, and other persons within the definition of 
foreign freight forwarders. Forwarding services have been rendered by 
American industry to its foreign customers in the past without requiring them 
to engage the services of independent freight forwarders. The effect of this 
bill is virtually to prohibit the exportation of goods by American industry unless 
they qualify as freight forwarders and are licensed by the Federal Maritime 
Board and comply with the rules and regulations that may be formulated there- 
under or force them to utilize the services of independent freight forwarders 
at substantial fees. While we have no objection to the regulation of independent 
freight forwarders, as defined in the bill, it is our considered opinion that 
manufacturers’ exporters, manufacturers’ agents, and other persons should be 
excluded therefrom, otherwise it will be detrimental to the commerce of the 
United States and unduly prejudice American manufacturers from competing 
with foreign manufacturers in foreign markets. 

Du Pont Co., 
Rost. W. MARSHALL, 
Director, Traffic Department. 


AMERICAN PRESIDENT LINEs, 
Washington, D. C., August 13, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D.C. 


My Dear SENATOR Maanuson: Thank you for granting our request, during the 
hearings this morning, to express in this letter the position of American Presi- 
dent Lines on bill H. R. 8382. 

American President Lines, as an individual company, is in favor of the legis- 
lation as it is presently written and urges that the bill, as passed by the United 
States House of Representatives, be adopted by the Senate. 

It is our opinion that prompt enactment of this legislation during this session 
of Congress will have an important stabilizing effect on the foreign freight for- 
warding industry, an important segment of the Nation’s transportation system. 

Sincerely yours, 
Noau M. Brinson, Vice President. 


(Reports of the Government departments and agencies on H. R. 
474, H. R. 8129, and H. R. 8382 are appended herewith :) 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 15, 1958. 
B-116285 
B-128650 
B-128651 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR Mr. CHAIRMAN: Further reference is made to your letter of August 6, 

958, acknowledged August 7, requesting the comments of the General Account- 
ing Office concerning H. R. 474, 85th Congress, 2d session, entitled “An act to 
repeal section 217 of the Merchant Marine Act, 1936, as amended.” 

The history of section 217 of the Merchant Marine Act, 1936, as amended, 
shows that such legislation was deemed necessary to protect industry because 
of the increased percentage of Government-sponsored cargo during the war period, 
with respect to which the forwarding function generally was being performed 
by the Government or its allies. However, we believe that the conditions justi- 
fying the enactment of section 217 no longer exist, that the purposes for which 
the section was enacted have been accomplished, and that the Congress could 
not have contemplated the continued application of the statutory provisions 
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either upon accomplishment of such purposes or upon termination of the condi- 
tions which originally justified enactment. Accordingly, we reommend favorable 
consideration of the bill. 
Sincerely yours, 
FRANK H. WEITZEL, 
Assistant Comptroller General of the United States. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., September 25, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


My Drar MR. CHAIRMAN: Your request for comment on H, R. 474, an act to 
repeal section 217 of the Merchant Marine Act, 1936, as amended, has been 
assigned to this Department by the Secretary of Defense for the preparation of a 
report thereon expressing the views of the Department of Defense. 

H. R. 474 would repeal section 217 of the Merchant Marine Act, 1936, added in 
1942, and which authorizes the Secretary of Commerce to coordinate shipping 
activities “for the efficient prosecution of the war, the maintenance and develop- 
ment of present and postwar foreign trade, and the preservation of forwarding 
facilities and services for the postwar restoration of foreign commerce.” 

Inasmuch as the purposes of this section seem to have been largely accom- 
plished, continuation of this authority in the law appears to be unnecessary. 
Accordingly, the Department of the Navy, on behalf of the Department of 
Defense, interposes no objection to the enactment of H. R. 474. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on H. R. 474 to the 
Congress. 

Sincerely yours, 
JOHN 8S. McCarn, Jr., 
Captain, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: Your letter of August 6, 1958, requested comments from 
GSA concerning H. R. 474, a bill to repeal section 217 of the Merchant Marine 
Act, 1936, as amended (56 Stat. 171; 46 U. S..C. 1127). 

In our discharge of responsibilities for the use of the civilian executive 
agencies of the Federal Government in matters of transportation and traffic 
management under the Federal Property and Administrative Services Act of 
1949, as amended 638 Stat. 377), GSA favors enactment of legislation which 
will make its operations more economical and efficient. 

In its capacity of a shipper, GSA has found the present Bland Freight 
Forwarding Act (56 Stat. 171; 46 U. S. C. 1127) to be ineffective in view of 
the difficulties of interpretation and application of that act to Government 
shipping problems. Recommendations contained in House Report No. 2939, 
pursuant to House Resolution 118, 84th Congress, also expressed concern as to 
the proper statutory construction and interpretation. Therefore the repeal 
of the Bland Act as contemplated by H. R. 474 is desirable. 

For the foregoing reasons, GSA recommends that H. R. 474 be enacted. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
(Signed) FRANKLIN FLOFTE, 
Administrator. 
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DEPARTMENT OF JUSTICE, 
August 19, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


DEAR SENATOR: This is in response to your request for the views of the De- 
partment of Justice concerning the bill (H. R. 474) to repeal section 217 of the 
Merchant Marine Act, 1936, as amended. 

The bill has been examined, but since the subject matter thereof is not 
related to any of the activities of the Department of Justice, we would prefer 
not to offer any comment concerning it. 

Sincerely yours, 
LAWRENCE E. WALSH, 
Deputy Attorney General. 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., August 18, 1958. 
B-115403 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR Mr. CHAIRMAN: Further reference is made to your letter of August 6, 
1958, acknowledged August 7, requesting the comments of the General Accounting 
Office concerning H. R. 8129, 85th Congress, 2d session, entitled “An act to amend 
title XI of the Merchant Marine Act, 1936, as amended.” 

In our letter dated August 1, 1957, to the House Committee on Merchant 
Marine and Fisheries appearing in House Report No. 2344, dated August 1, 1958, 
to accompany H. R. 8129, we suggested certain clarifying and technical amend- 
ments which were adopted where appropriate. In view thereof, and since the 
proposed legislation involves a matter of policy for determination by the Con- 
gress, we make no recommendation with respect to its enactment. 

Sincerely yours, 
FRANK H. WEITZEL, 
Assistant Comptroller General of the United States. 


THE GENERAL COUNSEL OF THE TREASURY, 
Washington, D. C., August 12, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Reference is made to your request for the views of 
this Department on H. R. 8129, to amend title XI of the Merchant Marine Act, 
1936, as amended. 

The proposed legislation would extend the mortgage insurance provisions of 
title XI of the Merchant Marine Act, 1936, as amended, to mortgages on vessels 
given to aid in financing the construction, reconstruction, or reconditioning of 
another vessel or vessels by the mortgagor. 

The Department has no comment to make with respect to the general merits. 
of the proposed legislation. 

Very truly yours, 
NELSON P. Ross, General Counsel. 


DEPARTMENT OF JUSTICE, 
August 19, 1958. 


Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 
DEAR SENATOR: This is in response to your request for the views of the De- 


partment of Justice concerning the bill (H. R. 8129) to amend title XI of the 
Merchant Marine Act, 1936, as amended. 
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The bill has been examined, but since the subject matter thereof is not 
related to any of the activities of the Department of Justice, we would prefer 
not to offer any comment concerning it. 

Sincerely yours, 
LAWRENCE FE. WALSH, 
Deputy Attorney General. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., August 15, 1958. 
B-116285 
B-128650 
B-128651 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CHAIRMAN: Further reference is made to your letter of August 6, 
1958, acknowledged August 7, requesting the comments of the General Accounting 
Office concerning H. R. 8382, 85th Congress, 2d session, entitled “An act to amend 
the Shipping Act, 1916, to provide for licensing independent foreign freight 
forwarders, and for other purposes.” 

Since the proposed legislation is designed to authorize the Federal Maritime 
Board to set up rules and regulations so as to prohibit and prevent unqualified 
persons from engaging in foreign freight forwarder activity, and also to enun- 
ciate those services to be performed by such forwarders prior to receipt of 
compensation by common carriers by water, we recommend favorable con- 
sideration of the bill. 

Sincerely yours, 
FraANK H. WEITZEL, 
Assistant Comptroller General of the United States. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., August 15, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear SENATOR MaGnuson: This is in reply to your request of August 6, 1958, 
for comments on H. R. 8382, a bill to amend the Shipping Act, 1916, to provide 
for licensing independent foreign freight forwarders. 

The Department recommends enactment of legislation for this purpose. 

Licensing of independent foreign freight forwarders is recommended in order 
to insure a high grade of performance and responsibility on the part of inde- 
pendent foreign freight forwarders and thus result in benefits to this Department, 
as well as to other Government agencies for which this Department acts as 
agent in procuring ocean shipping. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TruE D. Morse, Acting Secretary. 


x 





